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INVESTIGATION OF UNITED STATES GOVERNMENT 
CONTRACTS FOR THE PURCHASE OF TUNGSTEN IN 
THAILAND 


MONDAY, NOVEMBER 30, 1953 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, dD. C0. 
The International] Oper itions Subcommittee of the House Commit- 
tee on Government Operations met in room 1302, House Office Build- 
ing, at 9:30 a. m., Hon. Charles B. Brownson (chairman), presiding. 
Mr. Brownson. The International Operations Subcommittee of 


the House Committee on Government Operations will come to order. 


Che Clerk 
The CuErK. 


17 41 1 
ll please call the roll. 


Mr. Brownson. 


Mr. Brownson. Here. 

The Cierk. Congressman Meader. 
Mr. Meaper. Here. 

The CuierK. Congressman Judd. 
(No response. ) 


The Cierk. Con woman St. George. 
Mr HH 

The ¢ I K. Col ] L I I 

Mr. La FF. He 

The ¢ I :. % 9 I n Hy. Z il 


The CierK. Congressman Dodd. 
(No response. ) 

Mr. Brownson. The Chair recognizes that a quorum is present, and 
we will proceed with the hearings. 

The International Operations Subcommittee of the House Com- 
mittee on Government Operations has been oned the task of exam- 
ining the international operations of the Government, excepting the 
military, from the standpoint of economy and efficiency. 

In the hearings beginning today, we shall receive testimony con- 
cerning the negotiation and supervision of four contracts entered into 
by the United States with certain mining companies in Thailand in 
1951 and 1952 designed to provide tungsten for the stockpiling pro- 
gram and other defense needs in the United States. The contracts 
were negotiated through the Emergency Procurement Service of the 
General Services Administration and called for the expenditure of 
some $18 million for the purchase of approximately 3,500 long tons 
of tungsten concentrates. All of the contracts committed the United 
States to pay about $65 per long ton unit of concentrate for the tung- 
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2 CONTRACTS FOR PUR‘ ASE OF TUNGSTEN IN THAILAND 
en. The number of units varied according to the wolframite 
content. Three of the contracts were on a long-term basis. 


Although it was realized that over a long term the market price 
might fall below $65, it seems apparent the United States offered this 


Ai1i 5S 


comparatively high price per long-ton unit to induce the development 
of Thailand mines and to guarantee a continuing source of the vital 
ore to the United States. In examining the record of performance 


under the contracts however, the subcommittee staff found that when 
the market price rose well above the contract price per ton the com- 
panies involved largely ignored the delivery schedules called for and 
old much of their ore on the open market. When in early 1952, how- 
ever, the market price dropped below the contract price, the Thailand 
companies ste pped up their shipme nts to the United States, and the 
evidence discloses that much of the ore supp lied was obtained on the 
pen market at the then low prices 

Although it seems clear that the Emergency Procurement Service 
should have been aware of these manipulati ns, it remained for the 
United States Embassy in Thailand to raise the first formal protest 
in May 1953, based on information it had received from various 
sources. On the basis of an Embassy report m: ide to Washington, the 
Emergency Procurement Service in August 19 3, suspended all con- 
tracts and designated Mr. Elmer Hoffnauer Ass stant Regional Man- 
ager of the Far Eastern Office in To kyo, to investigate the charges. 
Mr. Hoffnauer was in Bangkok, Thailand. from September 6 to Sep- 
tember 26 of this year. Upon making his re port, at the comp yletion 


ot | nvestigation, M1 Hofl uel effect stated that he was unable 
to sustain the charges made by the United States Embassy. In the 
light of this development, the Embassy undertook an intensive investi- 
gation of its own and produ ed certain docume tary and other evi- 


dence which appear to make it clear that the United States was 
actually hoodw inked to the tune of perh aps Sl n illion or more. 

In these hearings we expect LO he re xp] anations of these develop- 
ments both from the Emergency Procurement Service and the Depart- 
ment oe State. We are particul: irly interested in hearing from Mr. 
Alvin B. Snell who was the i. mergency Pro came Service repre- 
sentative in Bangkok for much of the period of time in question and 
negotiated two of the contracts, as well as Mr. Hoffnauer who investi- 

gated the matter for the Emergency Procurement Service, 

The prime interest of the subcommittee, of course, is in the methods 
and procedures of the Emergency Procurement Service in connection 
with the negotiating and supervision of these contracts which may 
have resulted in a loss to the United States Government. I might 
note, however, that many features of the case are now in the hands of 
the Department of Justice for consideration. I he ype that the testi- 
mony brought out in these hearings will be helpful to that Department 
in arriv Ing at certain decisions it will have to make rel: ative to possible 
further investigation and ay ution. 

The first witness will be A. J. Walsh, Commissioner for the Emer- 
gency Procurement Service, WwW ashington. 

Mr. Walsh, will you raise your right hand? Do you solemnly swear 
that the testimony you will give will be the truth, the whole truth. 
and nothing but the truth, so help you, God? 


Mr. Watsu. I do. 
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TESTIMONY OF ALOYSIUS JAMES WALSH, COMMISSIONER, EMER- 
GENCY PROCUREMENT SERVICE, GENERAL SERVICES ADMINIS- 
TRATION 


Mr. Brownson. Will you give your full name and official title for 
the record ? 

Mr. Watsu. Aloysius James Walsh, Commissioner, Emergency 
Procurement Service, General Services Administration. 

Mr. Brownson. Mr. Walsh, this committee has made it a practice 
to ask witnesses to give a brief statement, that we may have some 
thumbnail basis on which to consider the testimony they are al out to 
give. Will you give us, first of all, the highlights of your career 


Mr. Warsu. Yes. Originally I began working with Petroleum 
Iron Works Co., Sharon, Pa., in fabrication and construction of rail 
arrerthare rs, oilfield equipment, tankage, and things of that nature. 
Next I was with the Sharon St a Co., working in steel mills. I in- 


a 


tended to remain in this field, but the First World War « came along 
and I went into the field of aviation, and after leaving the Army | 
went to the Curtiss Airplane Co., where I had charge of - irchasing, 
standards and transportation. 

Next I went with Electric Bond & Share Co., public utilities. In 
that capac ity I had charge of the structural division, which compr ises 
the purchase and construction work, in connection with hydroelectric 
power, steam power, street railway, street buses, street lighting, trans 
portation lines and that line of work. 

I 1< 1 ed what was known as the temporary emergency relief for 
New York State in 1933. That blended into what was known as the 
Treasury Procurement Division in 1935 and 1936. 

I remained with the Treasury Procurement until 1945 when I 
resioned and went with the Chinese, and headed up the Chinese Sup- 
ply Commission. 

In 1947 I went with the State Department on Greek-Turkey aid 
program, as consultant on construction. , 

I then returned to the Treasury Procurement Division, which was 
then known as the Bure: au of Federal Supply and have continued it 
that capacity ever since, the name having been changed from the ol 
Bureau of Federal Supply later on to the Emergency Procurement 
Service. 

Mr. Brownson. You have, I think, a prepared statement? 

Mr. WarsH. Yes, I do. 

Mr. Brownson. You would like to read it at this time? 

Mr. WaALsH. Yes, I would be glad to do so. 

Mr. Brownson. You may proceed. 

Mr. Watsu. The Administrator of General Services has delegated 
authority to the Emergency Procurement Service for the following 
responsibilities : 

In accordance with the Strategic and Critical Materials Stock 
Piling Act and under the direction of the Director of the Office of 
Defense Mobilization, the Emergency Procurement Service purchases 
strategic and critical materials for the national stockpile and pro- 
vides for the administration of the materials in the stockpile. 

9. Pursuant to section 303 of the Defense Production Act of 1950, 
as amended, and in accordance with programs approved by the Direc- 
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tor of the Office of Defense Mobilization, the Emergency Procurement 
Service purchases and makes commitments to purchase metals, min- 
erals, and other materials for Governme - use or resale, and performs 
other functions in connection with such approved programs. 

The Emergency Procurement Service also purchases materials, 
supplies, equipment, and services, and perfo rms other functions in 
connection with special purchase programs, such as procurement at 
the request of f the Foreign Operations Administration under certain 
of its fore ign-aid programs. 

Th ingsten is of vital importance for many civilian and military uses. 
It is essential in the manufacture of cutting tools, armorplate, gun 
barrels, armor-piercing projectiles, high temperature alloys for jet 
engines, and filaments of electric lamps and bulbs. 

Although tungsten is a peacetime necessity, mobilization require- 
ments for tungsten are greatly in excess of normal industrial needs. 
As a result, consumption is substantially higher during periods of 
national emergency than in peacetime. During the war years of 


194 t5 United States cons unption averaged approximately 17,500,- 
000 pow of contained tungsten annually, whereas in the postwar 
years of 1946-49 consumption decreased to a yearly average of ap- 
proxima ; million pouns It is expected that requirements in a 
ru yency will b ich greater than during World War II. 
lung n pol es al programs of the Government have been 
? ti order to wire theient mate meet the indus- 
| stocky von nad cessary by high mobilization 
I I y ( prod mm at 
ted States, | be « shed 
ourage 
p pand their 
I | osten Db ! 
( l Pro on Act of 

| ly l ( pul e qd 
rey vy ft Oflice of Defi \ 1. but bv the 
M ( rd pi 19 y 1951, when 
M Lat i ( 1 og I 
Munit | program for! 

G it Ady eee as advised b: 
N Board, in ea January of 1951, t it was imperative 
(vent Service dministration to pul » the maximum that 
could be found of iterials originating fi Indonesia, Malaya 
Mhailand, and French Indochina. The General Services lminis- 
tration also was advised that the matter of pl » should be of no 
consequence in General S« rvices Administrat ’s redoubled effortg 


to acquire the maximum of these materials to the point of preclusive 
buy ng. It was recommended to General Services Administration 
in this regard that all available purchasing officers and any addi- 
tional person! el needed be acquired to geta purchase program under- 
way in these areas at the highest possible rate of speed. 

Under the Defense Production Act, the Emergency Procurement 
Service has administered a purchase and resale program for foreign 
tungsten and also a program for the purchase of 3 million short-ton 
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units of domestic tungsten by July 1, 1958, at a price of $63 per 
short-ton unit. These programs were approved by the Office of 
Defense Mobilization, or its predecessors. 

The tungsten situation was still considered critical in the first half 
of 1952, and the Emergency Procurement Service was under instrue- 
tions to continue the foreign tungsten purchase and resale program 
under the Defense Production Act. During the period the program 
was amended to provide for additional purenases, the last ncerease 
having been authorized in August 1952 


CONTRACTS FOR TUNGSTEN FROM THAILAND 


1. Mae Lama Mining Co., contract No. GS-OOP-474 (SCM): This 


contract made under the Strategic and Critical Materials Stock Piling 
Act was signed by the Government on January 19, 1951. ‘The con- 
tract provided for the deliv y of approximately 2,000 long tons of 
tl i) I ntl mated to ce ( ft Ol of 
tung rioxide (WO all from th of M Lama 
mine | n Ww | tity d ve the total oduction 
of t for the period fre April 1 1, to Mar d1, 1954, 
less t am t required | Royal 'T] Depart 
Init of Mines. I ] re quantity S be tendered to the Govern- 
mel i pl ] Oo! pl . i La te tha 
LO ng to i ( 1 Startl iot later than May 1, 1951 ihe price 

‘ f\Wo ; t per s yn unit), 
i oO: Be Bang lotal | ( ntract was ay x 
mately $9,750,000. 

On March 17, 196 the Government signed an amendment to t! 
contract which 1 d the contract quantity to 1,306 long tons, esti- 
mated to contain 97,0 50 + e-ton units of WO,;. Beginning Janu- 
ary l, Lo , and ec iInuing through March 31, 1954, deliveries to be 


tendered to the oes rnment for acceptance were to ‘be not less than 
150 long tons and not more than 180 long tons per « ilendar quarter. 
Deliveries for April 1954 were to be not less than 50 long tons and not 
more than 60 long tons. The total value of the contract accordingly 
was reduced to ap proximate ly $6,366,750. 

A total of 51,602.8: } long- ton units of W¢ ), has been delivered at a 
cost of $3,292,437.91. , 

2. Pradit Trade & Industry Co., Ltd., contract No. GS-OOP(D)- 
12221: This contract made under the Defense Production Act of 1950, 
as amended, was signed by the Government on July 18, 1952. The 
contract covered approximately 45 long tons of tungsten concentrates, 
estimated to contain 2,925 long- ton units of tungsten trioxide (WQ,;), 
all from the production of mines located in Mae Sariang Districts, 
Northern Thailand. ‘The entire quantity was to be tendered to the 
Government for acceptance prior to June 30, 1952, at a rate of not less 
than 5 long tons per month starting April 15, 1952. 

Mr. Meaper. May I point out, as you go along, you said the con- 
tract was signed in 1952 and the entire quantity was to be tendered 
to the Government for acceptance prior to June 30, 1952, before the 
contract was even signed. 

Mr. Watsu. Yes; there is a discrepancy in those dates. We will 
check the record on that and correct it. That is an error. 
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Mr. ROW HOON. I would believe that in all probability the latter 
date would be prior to June 30, 1953, inasmuch as it suggested that 
aL aie to Ait I , 1952 

Mr. Watsu. | think we kawe that contract here, and we will check 
itif you wv ich, 

The delivery period is April 15, 1952, to June 30, 1952. The con- 
tract was not accepted by the Government until July 18. The sup, 
plier, howe , did execute the contract on June 16. 

Mr. “indies vson. The supplier executed the contract on June 16, 
although it was not signed until July 18? 

Mr. Watsn. Accepted by the Government. 

Mr. Brownson. Accepted by the Government. 

Mr. Wa.sH. Yes. And the reason for that, perhaps, the papers 
were lost somewhere in mail over there. 

Mr. Brownson. But the contract was signed on July 18 as a retro- 
active contract ¢ 

Mr. Watusn. Yes. 

Mr. Brownson. With the original date in it? 

Mr. Wausu. That is correct. 

Mr. Brownson. Had we taken possession of tungsten at that time? 

Mr. Wausn. I imagine we had. There is a table here which shows 
delay in delivery by loss of contract, in May, and the error was not 
detected until June, and the contractor needed 30 days after receiving 
the amount in question on the contract delivery. 

Mr. Brownson. Was the contract lost while it was in the United 
States? 

Mr. Watsu. No, it was not. 

Mr. Brownson. Was it in possession of the United States authori- 
ties in the Far East at the time it was lost ? 

Mr. Warsn. That I really do not know. 

Mr. Brownson. The reason I am interested in that is I notice that 
the tungsten market fell a little bit during that period of the loss of 
the contract. 

Mr. Wausn. I really could not answer that; I do not know. 

Mr. Brownson. Had the contract been signed originally on August 
25, 1952, or a short time previous to July 18, instead of being a copy 
of an area contract, I think that probab ly we would have gotten a 
better price on tungsten, which was down in the interim. There 
would have been about a $10,000 difference. as I have computed that, 
on this particular item alone. 

Mr. Watusu. Shall I continue? 

Mr. Brownson. Have you found anything pertinent to that inquiry ? 

Mr. Wats. No. I do not know myself. Some other witness could 
answer that later, I believe. 

Mr. Brownson. Very well, proceed. 

Mr. Wansn. I think I had ended when the discussion occurred at 
the bottom of page 3. The price was $65 per long-ton unit of WO, 


(equal to $58.04 per short-ton unit), f. o. b. at vessel, Bangkok, or 


such other Thai ports as the General Sieviews Administration desig- 
nated. Total value of the contract was approximately $190,125. 
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On August 26, 1952, the Government signed an amendment to this 
contract to provide that the entire contract quantity was to be tendered 
to the Government for accepts ince prior to August 31, 1952. 

On December 12, 1952, the Government signed a second amendment 
to the contract to reduce the contract quantity to 29.96752 long tons 
estimated to contain 1,947.8888 long-ton units of WO;. The total 
value of the contract was reduced to approxim: itely $126,612.77. 

A total of 29.96752 long tons containing 2,091.71 long-ton units 
was delivered under this contract at a cost of $135,947.86 | lus $18,- 
577.77 duty, or a total cost of $154,525.63. 

Mr. Brownson. Does that mean the delivery here in the United 
States, the delivery agar, of $135,947.86, included transportation 

Mr. Watsu. I do not believe it does. That would be the cost of 
the material plus the duty. 

Mr. Brownson. I was curious to know, because in the previous para- 
graph the total value of the contract, indicates it was reduced to 
approximately $126,612.77. The next paragraph for the delivery of 
long ton units gives the total contract at a cost of $135,947.86, plus 
SIS8.577 0.04 7 duty. 

Mr. Wausu. I will have to ask the gentleman who computed those 
figures whether they include the freight or not. I assume they do not. 
The reason I assume the freight was not included is because here we 
find the contract cost f. 0. b. vessel. We will determine that for you 

Mr. Brownson. And while he is determining that, I wish you would 
have him determine why it is that although the total value of the 
contract was reduced to $126,612.77, there was paid out $135,947.86. 
I have just been looking at that, and I am inclined to believe that the 
cost referred to long ton units. 

Mr. Watsu. That could be, but we will determine that for you.? 

Mr. Meaver. While we are on that point, to whom was the $18,577 
duty paid? 

Mr. Wausu. Payable to the Bureau of Customs of the United 
States. 

Mr. Meaper. In other words, is it always true when we buy these 
materials we have to pay duty to ourselves on them ? 

Mr. Watsu. No. When purchased under the Stock Piling Act, 
Public Law 520, and brought into this country under that act, Public 
Law 152 of 1949 contains the authority to bring these materials in for 
stockpiling without duty. This particular contract here we are speak- 
ing of was not a stockpile purchase. It was purchased under Public 
Law 774, and therefore duty would have to be paid on it. 

Mr. Meaper. This contract is under the Defense Production Act of 
1950. 

Mr. Watsu. Yes. 

Mr. Mraper. And under that contract, under that act, you have to 
pay duty. 





1 Cost given are material costs and do not include freight. 

2The Pradit contract was reduced to cover 29.96752 long tons of tungsten concentrates 
which were estimated to contain 1,947.8888 long ton units of WO, on the basis of 65 percent 
WO; content. At $65 per long ton unit of WOs, this gave a total estimated material cost 
of $126,612.77, exclusive of duty. However, the 29.96752 long tons contained approxi- 
mately 69.8 percent WOs or 2,091.71 long ton units of WO. Accordingly, the actual total 
material cost was $135,947.86 rather than $126,612.77. 
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Mr. Watsu. Yes. 

Mr. Meaper. For materials brought into this country ? 

Mr. Watsu. If it is imported into this country and is eventually 
for use of the Government, or for stockpiling after it had been brought 
into this country, there would be no duty to be paid on it. 

Mr. Meaver. This was procurement for resale to producers in the 
United States ? 

Mr. Watsu. That is correct. 

Mr. Meaper. If it simply goes into commercial channels, a duty is 
aid, and if it is for stockpiling, there would be no duty. 

Mr. Watsu. That is correct. 

Mr. Brownson. Will you proceed, please ? 

Mr. Wats. No. 3, Yip In Tsoi & Co., Ltd., Contract No. GS-OOP- 
(D)-12222: This contract made under the Defense Production Act of 


—~ 


1950. as ar ended, was sioned DY) t] e Government on M: irc! h 91, 1952 
The contract provided for the delivery of approximately 1,420 long 
tons of tungsten concentrates, estimated to contain 92,300 lone ton 
units of tungsten trioxide (WQO,), from the production of the Khao 
Nora Mine, Ronglek Mine, Sin San Mine, Wang Phra Mine and Khao 
Kiam M 

M Brow» ‘ M I interrupt vou ther¢ 

Mr. Vausyu. Certainly. 

Mr. Brownson. I was rious to know the philosophy involved in 
roviding this tungsten should come from certain mines. 

Mr. Wausu. Our philosophy there was to expand the mine, to keep 
the mines going if possible, to prevent jobbing of tungsten, and an 
ell [ Cc! e mine pre ! 

Mr. Brownson. In other words, you wanted the contract to be with 
actual Pe lucers in the hope that there would be some modernization 
and mechanical improvement in production. 


Mr. Warst. That is correct. 

Mr. Brownson. Very well, will you proceed ? 

Mr. Wausn. The entire quantity was to be tendered to the Govern- 
ment for acceptance prior to June 30, 1955, at a rate of not less than 
10 long tons per month starting July 15, 1952. Approximately 320 
long tons estimated, estimated to contain 20,800 lo ng ton units of WO, 
were scheduled for delivery the first year, approximately 500 ) long 
tons, estimated to contain 32,500 long ton units of WO,, the second 
year; and 600 long ton units, estimated to contain 39,000 long ton 
units of WO,, the third year. The price was $65 per long ton unit 
of WO, (equal to $58.04 per short toi unit), f. o. b. vessel, Bangkok, 
for the first year; $63 per long ton unit (equ: al to $56.25 per short ton 
unit) for the second year; and $60 per long ton unit (equal to $53.57 
per short ton unit) for the third year. 
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Mr. Brownson. Is this a typographical error in the statement here: 

Approximately 820 long tons, estimated to contain 20,800 long ton units of 
WO, were scheduled for delivery the first year, approximately 500 long tons, 
estimated to contain 32,500 long ton units of WOs:, the second year; and 600 long 
ton units— 


I think the word “units” perhaps should be out. 
Mr. Waxsu. 600 long tons, yes, that is correct. 
Mr. Brownson. Thank you. 

Mr. WatsH. On May 2, 1952, the Government signed an amendment 
to this contract to provide for delivery f. 0. b. Bangkok or such other 
Thai ports as the General Services Administration designated. 

A total of 20 265.49 long tol units ha been delivered 
$1.291,000.20 plus $179,990.07 duty. or a total cost of $1.4 


1. U-Tong Thai Co.. Ltd.. Contract No. GS-OOP (D)-12252: 7 


at a cost of 
10,990.27, 


contract made under the Defense Production Act of 1950, as amended, 
was signed by the Government on May 23, 1952. The contract pro 
vided for the del very of appre ximatel } long tons of tungsten 
one trates, estimated to contain 19.500 long ton units of tungste! 
trioxide (WO.). all from the production of mines located in Sx 
| ong Districts, and M ry Nam ¥ Southern T \ 

rf re q l { stot ( lered to tl { vernment Tor a ep ne 

prio Ma | Ca ol h long LO! ‘ n { 

st irtine Jun lL, 19d2. Appl xXimatelv 1. ong tons, estimated to con 
tain 9.750 long ton units of WO, were scheduled for d livery the first 
year; and approximately ) long tons, estimated to contain 9,750 
long t inits of WO., the nd year. 7] price for the fi ear 
was S65 per ong ton unit of WO (equal ( $58.04 per she rt ton unit), 
Fs 0; Bi vessel, Bangek« k or such other Thai ports as the General Ser- 
vices Administration designated: and $63 per long ton unit (equal to 


$96.25 per short ton unit) for the second year. 

A total of 11,485.78 long-ton units has been delivered at a cost of 
$794,552.05 plus $102,012.16 duty, or a total cost of $896,564.21. 

Mr. Brownson. I notice in the last paragraph, Mr. Walsh, you 
have the U-Tong Thai Co. in southern Thailand. It is our informa- 
tion that from other sources that means actually Burma. 

Mr. Watsn. I really do not know. 

Mr. Brownson. But the contract is as called for here. 

Mr. WatsH. Yes. 

Mr. Brownson. That is to be provided from the mine that is des- 
ignated in southern Thailand. 

Mr. Watsu. Yes. 

Mr. brownson. I would like to ask unanimous consent that the 
four contracts, the Mae Lama Mining Co., the Yip In Tsoi & Co., the 
U-Tong Thai Co., Ltd., and the Pradit Trade & Industry Co., Ltd., 
be placed in the record at this point and be designated as already 


€ 


marked exhibits 1, 2, 3, and 4. Without objection it is so ordered. 
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See Special Article 4 


SURPLIES OR SERVICES 
Tungsten Concentrate guaranteed to con-| | Approx. 
ferm to chemical and physical require- | 
ments stipulated herein. $ 9,750,000 


Approximately2,000 leng tons, estimate 
te contain] 50,000long ton units of 
Tungsten Trioxide. 


The material to be supplied under this 
contract shall have been mined in and 
exported from Thailand. 


| 


| 














Mae Lama Mining Company 
176 Chaiyabhoom Road, 


Chiengmai, Thailand, 





Contract GS-OOP-474 (SCM) 
SPECIAL ARTICLES, TERMS, CONDITIONS, AND SPECIFICATIONS 


1. Quantity 

The quantity of tungsten concentrates which shall be delivered under the 
contract shall be approximately 2,000 long tons, containing an estimated total 
of 150,000 long-ton units of tungsten trioxide, all from the production of the 
Mae Lama Mines, or such smaller quantity as shall constitute the total production 
of the Mae Lama Mines for the period from April 1, 1951, to March 31, 1954, 
less the amount required as rent in kind by the Royal Thai Department of Mines. 
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Quality 
The tungsten concentrate delivered hereunder shall conform to the following 
requirements: 
(a) Chemical requirements 
Percent by u ght, 
dry basis 


Tungsten trioxide (W0O.) 0.65 percent minimum, 
Tin (Sn) 4 1.50 percent maximum. 
Arsenic (As) ; 0.25 percent maximum. 


(b) Physical requirements.—The concentrates shall be produced from natural 
ore and may be in the form of either lump or fines or a mixture of the two. 
Lumps shall not exceed 1 inch in size 
8. Price 

For each long-ton unit of WO; accepted by the Government or its duly au 
thorized representative the Government shall pay to the contractor the sum of 
$65 per long-ton unit as provided under Special Article 11, “Payment.” 


Delivery schedule 

The entire contract quantity shall be tendered to the Government for accept- 
ance prior to April 30, 1954. Shipments against the total contract quantity shall 
be made in accordance with the following schedule: Not less than 10 long tons 
per month, starting not later than May 1, 1951. 


5. Inspection, weighing, sampling, and analysis 

(a) All concentrate to be delivered under the contract shall be subject to 
inspection, weighing, sampling, analysis, and acceptance hy the Government or 
its duly authorized representative 

(bv) Tungsten concentrate shall be offered in lots of not less than 10 long tons 
each, and each such lot shall be weighed, sampled, and analyzed. Not more thar 
one lot shall be represented by the composite sample, nor shall the analysis 
represent more than one lot. 

(c) Prior to shipment from Bangkok, the contractor shall, at its expense and 
subject to the approval of the Government or its duly authorized representative, 
arrange to have each lot of concentrate weighed, sampled, and analyzed 

(d) Upon arrival of each shipment or lots of the concentrate in the United 
States of America ,such shipment or individual lots shall be weighed, sampled, 
and analyzed at the expense of the Government, by Ledoux & Co. of New York, 
N. Y., and the report of chemical-analysis and moisture-content determination 
as reported by such sampler analyst shall be final for all purposes and a basis 
for final settlement. 

(e) The contractor may, at its option, have its representative present at the 
time the concentrate is sampled by Ledoux & Co. 

(f) The Government shall determine the net dry weight of each lot of con 
centrate based upon gross weight adjusted for the moisture content and tare 
(container) weight as reported by Ledoux & Co. 

(7g) One copy of each certificate of weight, including the tare (container) 
weight, and one copy of each certificate of chemical analysis and moisture 
letermination obtained by the Government from Ledoux & Co. shall be furnished 
the contractor. 

6. Packaging and marking 

Concentrates supplied under this contract shall be packed in a manner accept- 
able to the ocean carrier, and in such type of a contained that safe transit of the 
material is assured. 

Each container shall be marked with the following identification marks: 

Lot No. and Bag No. 
Contract No. GS-OOP-474 (SCM) 
?. Delivery and transfer of title 

Delivery under this contract shall be f. o. b. vessel, Bangkok, Thailand. Title 
to the material included in each delivery shall pass from the contractor to the 
Government upon delivery to the Bangkok Bank Ltd. of the following documents: 

(a) Clean-on-board bills of lading signed by a duly authorized representative 
of the ocean carrier. 
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(b) Certificate of analysis approved by the Government’s duly authorized 
representative. 

(c) Weight certificates approved by the Government’s duly authorized repre- 
sentative 

(d) In event ocean transportation, as provided for in paragraph (8) below, is 
not made available within 30 days following the completion of the inspection, 
weighing, sampling and ysis, as provided for in paragraph (5) subparagraph 
(a) above, a warehouse receipt, acceptable to the Government or the duly au- 
thorized representative showing delivery in a bonded warehouse approved by the 





Government or it luly authorized representative, may be substituted in lieu of 
the ocean bills of l specified in this paragraph (5) subparagraph (a) above, 


and paragraph (11) subparagraph (b) below Provided, however, tht the fail- 
ure tf make avalli e ocean transportation is not due to war, insurrection or re- 


be n ‘J nd, or blockade Thailand ports; and any and all costs of re- 
moving the concentrates from s bonded warehouse, and placing f. 0. b. ocean 
ve ha be for : I I 
xs ng instruct 
Government o1 1 rized rey ! tive sl | be responsible for 
g ocean tral! from Bang ae and, for each lot of con- 
‘ ( re ' } ¢ S ( ’ ract 
} t} f ce 
I ( tat e wit! 
} oer 
he ed 
10 ; 
St . po! 
’ } I tad ~ 
( < 
11 = i 
| Gover ‘ y ! r any shipment of 
COI wil a % ( he ¢ il and pl il require ents set 
for special article 2 hereof 
Upon presentation to the Bangkok Bank, Ltd., of clean-on-board bills of 
lading signed a du u 1 representative « the ocean carrier, cer- 
tiff s) of analysis and weight certificate(s) representing the material coy- 
ered by the ls of lading, said certificate(s) of analysis and weight certificate(s) 
hearing the approval of the duly authorized representative of the Government, 
the Bangkok Bank, Ltd., shall, at the request and authorization of the Gov- 


ernment’s duly authorized representative, pay to the contractor 80 percent of 
the value of the said material, the value to be computed at the unit price stated 
herein and on the weight and chemical analysis as reported in the analysis and 
weight certificates referred to above. 

(Cc) Upon final acceptance of the concentrate based upon the net dry weight 
and the chemical analysis as determined on behalf of the Government in accord- 
ance with article 5d and f hereof, the receipt of a properly certified invoice, final 
payment or settlement shall be made. 

(d@) Where a provisional partial payment has been made, and the chemical 
analysis as reported by Ledoux & Co. indicates that the quality of the article 
for which provisional partial payment has been made fails to meet the require- 
ments specified in special article 2 hereof, said material may be rejected by 
the Government in accordance with the provisions of article 7 of the general 
conditions (p. 2 hereof) and in addition, the contractor shall be required to 
refund any payment which has been received for the rejected material. 
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(e) In the event of partial or total loss or damage, of the material while in 
the custody of the ocean carrier, the Government shall pay to the contractor 
the final payment due for such lost or damaged material, on the basis of the 
weight and chemical analysis upon which the provisional partial payment was 
made. 

(f) All payments to the contractor shall be made in United States currency. 


12. Validation of contract 


This contract shall be valid only if it bears the following: 

1. The signature of the Commissioner or Acting Commissioner, Emergency 
Procurement Service, General Services Administration, on behalf of the 
Government. 

2. The signature of the contractor or its duly authorized representative. 

3. The signature of the United States Ambassador to Thailand or his designee 
verifying the authenticity of the signature of the contractor and the seal of the 
United States Ambassador to Thailand. 

“Bureau of Federal Supply Standard Contract Delivery Terms No. 1, dated 
June 7, 1948, on file in the office of the Director, Bureau of Federal Su 
neorporated herein by reference and made a part of this contract.’ 


piy, are 





GENERAL SERVI \DMINI ‘ 
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f . i ! l te ) n 
7.950 lo on units of t ysten trioxide 
t 
000 is red } 2% TAO 
| j ) i continu I 
. I | na > not n 
) ) So) t be ¢ 5 
| ) I re 4) 
i e na ( exceed Q ) 
O 
1] he m I ¢ mtract ln 
neha ( 
rhis amend t is | ted States Government and 
Sa rized ett ed Febr 11, 19 from Kmerge y Pr ( it 
ervi Wash m tol ere i service i yO 
Acceptance by the Government 


By: Hamilton Morton 
HAMILTON MORTON 
Title: Contracting Officer. 
Date: March 17, 1953 
Acceptance by the contract 
By: 8. Sucharitakul 
SuJAT SUCHARITAKI 
Title: Mans 
Date: Mar¢ 


Director, Mae Lama Mining Co 
h 7, 1953 
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Form No. 68 
POREION BERVICE 
Revised January 142 


Certificate of Acknowledgment of Execution of an Instrument 


KINGDOM OF THAILAND ) 


vantry 


City of Bangkok 


oupty of other polities) division) = 
United States Embassy | 
Name of foreign earvoce office | 
1, John F O'Donnell Jr Vice Consul 


of the United States of America at Bangkok Thailand 


4 
duly commissioned and qualified, do hereby certify that on this 27th 


day of February 1951 , before me personally appeared 


Sujet Sucheritakul, Managing Director of Mae Lama Mining Co 


to me personally known, and known to me to be the individual... described in, whose 
name 48. subscribed to, and who executed the annexed instrument, and being 
informed by me of the contents of said instrument ...h@... duly acknowledged to me 


that he executed the same freely and voluntarily for the uses and purposes 


mentioned 


witness whereof I have hereunto set my hand and 


official seal the day and year last above written 


4 ~ 
) af 3 
K AZ ao <— c ¢ 


“ 


fon F o'Donnell Jr - 
¥Vice Consul of the United States of America. 


~ 
/ 


va 


sto a document should be included in one certificate 
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COMPANY, LIMITED, CONTRACT 


act sumece 


29909 
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GS-O0P (D) 1 

















: Emergency Procurement Service, Purchase Div n t and treets, w. 
Washington 25, 0 
eo Payment wlll be madeby the Emergency Procurement Service 
vey - wpon the receipt of properly certifies Involces, as 
- ° he more perticulerty prowlded for In the attached Special 
ete *- * , Terms, nditlons ang Specifications. 
«wrt wom Dav, (9tM Longress, approved duly 23, 1946. 
OF EXECUTION PY CONTRACTOR 7 ¢ bee oa) OR eee Lr pol ap ad Cy ahaa s'y 
ty / 
rn BOFRSIGRED AGREES TO FUREISH THE FOLLOWIEG O8 TRE Trew™ SPECtF CO Om THIS PAGE #80 Of Tr WTIRUATION SHEETS, umBERED 2 TO 
TV _iectuss AUD GEWERAL CORDITIONS ATTACHED HERETO AND MADE A PART HEREC sCiudinG of: iveay_ £.O.b, vessel _ 
B Thailand a a a saueaied 
METHODS OF PACKING, MARKENG, @LIUMING, SAMPLING, ERSPECTING ae nip erell te as provided herein, except es 
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GENERAL SERVICES ADMINISTRATION 
Contract Terms (continued) 
SUPPLIES OR SERVICES 


Item No. 4 
Approximately 600 long tons, estimated to contain 39,000 long ton units of 
tungsten trioxide, 3d year (1954). 
The material to be supplied under this contract shall have been mined in and 
exported from Thailand. 
This page is part of original contract sheet. 
Yip In Tsor, General Manager. 


SPECIAL ARTICLES, TERMS, CONDITIONS, AND SPECIFICATIONS 


1. Quantity 


The quantity of tungsten concentrates which shall be delivered under the con- 


tract shall be approximately 1,420 long tons, containing an estimated total of 
12.300 long ton units of tungsten trioxide from the production of the Khao Nora 
M Ronglek Mine, Sia San Mine, Wang Phra Mine, and Khao Kiam Mine, 
for t period from July 15, 1952 to June 30, 1955. 
‘ ° ' rr 1 S rm ft I lowing 
! nt by weight 
W 0 A mir num, 
\ 1. 50 x I 
l )», 5O imum 
t t eI I 4 d f mI il il 
‘ t vy ( 
' 
ert 
] ( 1 >), > I 
} I ei j S6O me or 
I d r si] il 
e ] } 
y 
f e contri ent .eceptance 
) J ) ). TOD ~ } l be 
le in acc dar with sche than t S$ per 
irtil lly 15, 1952 
1 , u ( J, & 1 
\ ‘ t te to be eliy ! er ne { hall be subject to 
Si { n rh g in $ I ] nce by the Gove rnment or 
ts \ iuthorize re ‘ nta 
Tungsten concentrate sl be offered in ts of not less than 10 long tons 
i {each such lot shall be weighed, sampled, and analyzed. Not more than 
I t be represe! l by th posite sample, nor shall the analysis 


re than one 
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(c) Prior to shipment from Bangkok, the contractor shall, at its expense and 
subject to the approval of the Government or its duly authorized representative, 
arrange to have each lot of concentrate weighed, sampled, and analyzed. 

(d) Upon arrival of each shipment or lots of the concentrate in the United 
States of America, such shipment or individual lots shall be weighed, sampled, 
and analyzed at the expense of the Government, by Ledoux & Co. of New York, 
N. Y., and the report of chemical analysis and moisture content determination as 
reported by such sampler-analyst shall be final for all purposes and a basis for 
final settlement. 

(e) The contractor may, at its option, have its representative present at the 
time the concentrate is sampled by Ledoux & Co. 

(f) The Government shall determine the net dry weight of each lot of concen- 
trate based upon gross weight adjusted for the moisture content and tare (con 
tainer) weight as reported by Ledoux & Co. 

(g) One copy of each certificate of weight, including the tare (container) 
weight, and one copy of each certificate of chemical analysis and moisture deter- 
mination obtained by the Government from Ledoux & Co. shall be furnished the 
contractor. 

6. Packaging and marking 

Concentrates supplied under this contract shall be packed in a manner accept- 
able to the ocean carrier, and in such type of a container that safe transit of the 
material is assured. 

Each container shall be marked with the following identification marks: 

Lot No. and Bag No. ———— 
Contract No. 


7. Delivery and transfer of title 

Delivery under this contract shall be f. 0. b. vessel, Bangkok, Thailand. Title to 
the material included in each delivery shall pass from the contractor to the Gov 
ernment upon delivery to the Hong Kong & Shanghai Banking Corp., Bangkok, 
Thailand, of the following documents: 

(a) Clean-on-board bills of lading signed by a duly authorized representative 
of the ocean carrier. 

(b) Certificate of analysis approved by the Government’s duly authorized 
representative. 

(c) Weight certificates approved by the Government’s duly authorized rep- 
resentative. 

(d) In the event ocean transportation, as provided for in paragraph 8 below, 
is not made available within 30 days following the completion of the inspection, 
weighing, sampling, and analysis, as provided for in paragraph 5, subparagraph 
(a) above, a warehouse receipt, acceptable to the Government or the duly author- 
ized representative showing delivery in a bonded warehouse approved by the 
Government or its duly authorized representative, may be substituted in lieu 
of the ocean bills of lading specified in this paragraph 5, subparagraph (a) 
above, and paragraph 11, subparagraph (b) below. Provided, however, That the 
failure to make available ocean transportation is not due to war, insurrection, 
or rebellion in Thailand, or blockade of Thai ports; and any and all costs of re- 
moving the concentrates from said bonded warehouse, and placing f. o. b. ocean 
vessel shall be for account of contractor. 


8. Shipping instructions 


The Government or its duly authorized representative shall be responsible for 
arranging the ocean transportation from Bangkok, Thailand, for each lot of 
concentrates to be delivered in accordance with the terms of this contract. 


9. Certification of invoices 

Each invoice shall have printed, stamped, or typed hereon the following certi- 
fication, to be signed by the contractor’s duly authorized representative, with his 
title indicated : 
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“IT certify that the above bill is correct and just; that payment therefor has 
not heen received 

Each invoice shall also contain a separate statement as follows: 

“The material covered by this invoice is of Thailand origin.” 


14. Duty 


The unit prices shown herein do not include the United States import duty. 
The Government shall arrange necessary clearance through the United States 
Customs 
11. Payment: 

(a) The Government will not pay in whole or in part for any shipment of 
concentrate which fails to meet the chemical and physical requirements set 
forth in special article 2, hereof 

(b) Upon presentation to the Hong Kong & Shanghai Banking Corp., Bangkok, 
Thailand, of clean-on-board bills of lading signed by a duly authorized repre- 
sentative of the ocean carrier, certificate(s) of analysis and weight certificate (s) 
representing the material covered by the bills of lading, said certificate(s) of 
analysis and weight certificate(s) bearing the approval of the duly authorized 
representative otf the Government, the Hong Kong & Shanghai Banking Corp., 
Bangkok, Thailand, shall, at the request and authorization of the Government’s 
duly authorized representative, pay to the contractor 90 percent of the value 
of the said material, the value to be computed at the unit price stated herein 
and on the weight and chemical analysis as reported in the analysis and weight 
certificates referred to above. 

(c) Upon final acceptance of the concentrate based upon the net dry weight 
and the chemical analysis as determined on behalf of the Government in accord- 
ance with article 5d and f hereof, the receipt of a properly certified invoice, 
final payment or settlement shall be made. 

(d) Where a provisional partial payment has been made, and the chemical 
inalysis as reported by Ledoux & Co. indicates that the quality of the article 
for which provisional partial payment has been made fails to meet the require- 
ments specified in special article 2 hereof, said material may be rejected by 
the Government in accordance with the provisions of article 7 of the general 
conditions and in addition, the contractor shall be required to refund any pay- 
ment which has been received for the rejected material 

(e) In the event of partial or total loss or damage, of the material while in 

tody of the ocean carrier, the Government shall pay to the contractor 
the final payment due for such lost or damaged material, on the basis of weight 
hemical analysis upon which the provisional partial payment was made. 
f) All payments to the contractor shall be made in United States currency. 






Validation of contract: 


This contract shall be valid only if it bears the following: 

1. The signature of the Commissioner or Acting Commissioner, Emergency 
Procurement Service, General Services Administration, on behalf of the 
( vernment 
The signature of the contractor or its duly authorized representative. 
3. The signature of the United States Ambassador to Thailand or his designee 
rifving the authenticity of the signature of the contractor, and the seal of 
the United States Ambassador to Thailand. 

“Bureau of Federal Supply Standard Contract Delivery Terms No. 1, dated 

June 7, 1948, on file in the office of the Director, Bureau of Federal Supply, are 
incorporated herein by reference and made a part of this contract.” 
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Form No. 68 
POREION SERVICE 
(Revised January |942) 


Certificate of Acknowledgment of Execution of an Instrument 


KINGDOM OF THATLAND 


(Country) 


City of Bangkok 

ounty or other politioal division) 
Embassy of the United States 
of America, Consular Section 


(Name of foreign servee office) 


1, William F, Spengler Vice Consul 
of the United States of America at . Bangkok, Thailand, 
duly commissioned and qualified, do hereby certify that on this -25th- 
day of February - 1952 , before me personally appeared Yip In Tsoi, 
General Manager, Yip In Tsoi and Company, Limited, Bangkok, Thailand - 
to me personally known, and known to me to be the individual... described in, whose 
name ig. subscribed to, and who executed the annexed instrument, and being 


informed by me of the contents of said instrument .. ha duly acknowledged to me 





that he executed the same freely and voluntarily for the uses and purposes 


In witness whereof ] have hereunto set my hand and 
official seal the day and year last above written 


William F. Spe er 
Vice Consul of the United States of America. 
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GENERAL SERVICES ADMINISTRATION, EMERGENCY PROCUREMENT SERVICE, 
FAR EASTERN OFFICE 


Tokyo, JAPAN, 1 May 1952. 
Amendment No. 1 to Contract GS-OOP (D) 12222 dated 21 March 1952 
Yir In Tsor & Co., Lp, 


P.O. Bow 28, 
Bangkok, Thailand. 

The above contract is amended as follows: 

1. That portion of continuation sheet No. 4 designated as article 7, Delivery 
and Transfer of Title, which reads “Delivery under this contract shall be f. o. b. 
vessel, Bangkok, Thailand,” is hereby amended to read: “Delivery under this 
contract shall be f. o. b. vessel, Bangkok, Thailand, or such other Thai ports as 
General Services Administration shall designate.” 

2. That portion of continuation sheet No. 5 designated article 7, Delivery and 
Transfer of Title: (Cont’d), and specifically part d@ which reads: “In the event 
ocean transportation, as provided for in paragraph (8) below, is not made avail- 
able within 30 days following the completion of the inspection, weighing, sam- 
pling, and analysis, as provided for in paragraph (5) subparagraph (a) above, a 
warehouse receipt, acceptable to the Government or the duly authorized repre- 
sentative showing delivery in a bonded warehouse approved by the Government 
or its duly authorized representative, may be substituted in lieu of the ocean bills 

lading specified in this paragraph (5) subparagraph (a) above, and paragraph 
(11) subparagraph (b) below.”’, is hereby amended to read: “In the event 
ocean transportation as provided for in paragraph (8) below is not made avail- 
able within 60 days following the completion of the inspection, weighing, sampl- 
ing and analysis, as provided for in paragraph (5) subparagraph (a) above, a 
warehouse receipt, acceptable to the Government or the duly authorized repre- 
sentative showing delivery in a bonded warehouse approved by the Government 
or its duly authorized representative, may be substituted in lieu of the ocean 
bills of lading specified in this paragraph (5) subparagraph (a) above, and 
paragraph (11) subparagraph (b) below.” 

%. That portion of continuation sheet No. 5 designated as article 8, Shipping 
Instructions, which reads “The Government or its duly authorized representa- 
tive shall be responsible for arranging the ocean transportation from Bangkok, 
Thailand, for each lot of concentrates to be delivered in accordance with the 
terms of this contract” is hereby amended to read: “The Government or its duly 
authorized representative shall be responsible for arranging the ocean trans- 
portation from Bangkok, Thailand, or such other Thai ports as General Services 
Administration shall designate, for each lot of concentrates to be delivered in 
accordance with the terms of this contract.” 

4. That portion of continuation sheet no. 6 designated as article 11, Payment 
and specifically part } thereof, which begins “Upon presentation to the Hong 
Kong & Shanghai Banking Corp., * * *” shall be preceded by the following 
sentence: “A Letter of Credit shall be established by the Government in favor 
of Yip In Tsoi Co., Ltd., P. O. Box 23, Bangkok, Thailand, at the Hong Kong & 
Shanghai Banking Corp., Bangkok, Thailand.” 

5. That portion of continuation sheet No. 6 designated article 12, Validation of 
Contract, and specifically part 1 thereof, which reads: “The signature of the 
Commissioner or Acting Commissioner, Emergency Procurement Service, General 
Services Administration, on behalf of the Government” is hereby amended to 
read: “The signature of a contracting Officer, Emergency Procurement Service, 
General Services Administration, on behalf of the Government.” 

All other specification, terms, and conditions of this contract shall remain in 
full force and effect. 


0 


Yip In Tsor & Co., Lap. 
say sia Sil ihdeiacaiasina naan 
Accepted by the Contractor: 
Dated 12th May, 1952. 
This amendment is in the best interest of the United States Government and 
is made to comply with changes desired by the Govenment. 
By: HAMILTON Morton, 
Hamilton Morton 
Contracting Officer. 
Accepted by the Contractor: 
ES cninahivicien inchoate 
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ExHIsit 3—U-Tone THar Co., Lrp., CONTRACT 
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Approximately 150 long tons, estimated 
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U-Tong Thai Co, ltd, 


539 Luang Road ee 


Street address 


Bangkok, Thai land 


City, Lene Atate 
















IMOICATE WHETAER [ JimoividvaL: 
WAME ABD ADCRESS OF 









SIGMATURE ABD TITLE OF PERSOM auTMORIZED TO SIGH THIS 
CONTRACT (Type or print name and title under signature) 


Signature 


ing Director 


Baer and Title 





Contract No. GS—-OOP(D) 12252 


SPECIAL ARTICLES, TERMS, CONDITIONS, AND SPECIFICATIONS 


1. Quantity 


The quantity of tungsten concentrates which shall be delivered under the 
contract shall be approximately 300 long tons, containing an estimated total 
of 19,500 long-ton units of tungsten trioxide all from the production of mines 
located in Songhla and Ranong districts, and Muang Mam Yen, southern Thai- 
land, for the period June 1, 1952 to May 31, 1954. 
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2. Quality 
The tungsten concentrate delivered hereunder shall conform to the following 
requirements: 


(a) Chemical requirements 
Percent by weight (dry basis) 


Tungsten trioxide (WO 65 percent minimum. 

Tin (Sn) — 1. 50 percent maximum 

Arsenic (As) 0. 25 percent maximum 
(6) Physical requirement The concentrates shall be produced from natural 


ore and may be in the form of either lump or fines or a mixture of the two. 
Lumps shall not exceed 1 inch in size 


For each long-to1 nit of WO, accepted by the Government or its duly author- 
ized representative, the Government shall pay to the contractor the sum of $65 
per long-ton unit the f year 1952-53) and $63 per long-ton unit the second 
year (1953-54) as provided unde pecial article 11, “Payment.” 

; DD eru schedule 

Tr entire contract q tit h he tendered to the Government for accept 

I rg Ma »1, 1954 nent ral t ti tot ( ract g lantity shall 
he I ] l COr in W sel lule 

N Ss n 10 h starting June 1, 1952 

j ] ( »? mee ne al s 

\ econcentrat { ¢ ered under the « ren shall be subje to 
inspection, weighing, samy ig, analysis, and acceptance by the Government or 
its Vv autl Z l 

b) Tungsten conce be offered in lot t less than 10 long 

te ent and ut sucl | |} weighed, ple and analyzed Not 

m<¢ han one lot s ented b 1a ne 
ep ent ore I ‘ 

Prior g f k t ntract t its expense and 

ect to the approval of e Gove ment or its duly : horized representative 
rrange to have « ach | rf neentrate weighed, sampled, and analyzed. 

Upon arri\ ‘ h shipment « ots of the « centrate in the United 
States of America, s ent or individual lots shall be weighed, sampled, 
and analyzed at the expense of the Government, by Ledoux & Co. of New York 
N. ¥ d the report of chemical analvsis and moisture content determination 
as reported by such sampler-analyst shall be fir for all purposes and a basis 


for final settlement 
The contractor may, at its option, have its representative present at the 
time the concentrate is sample by Ledoux & Co 
f) The Government shall determine the net dry weight of each lot of cor 
centrate based upon gross weight adjusted for the moisture content and tare 
iner) weight as reported by Ledoux & Co 
(a7) Three copies of ex certificate of weight, including the tare (container ) 
weight, and one copy of each certificate of chemical analysis and moisture 
determination obtained by the Government from Ledoux & Co. shall be furnished 
the contractor 
6. Packaging and markis 


Concentrates supplied under this contract shall be packed in new heavy canvas 
nd each shall be stenciled or hand lettered with a good grade of weather- 





bags 
proof paint or ink 
Pach container shall be marked with the following identification : 
Lot No. and bag No. ; 
Contract No. GS—OOP (D) 12252. 
Gross weight ———. 
Net weight 
7. Delivery and transfer of title 
Delivery under this contract shall be f. 0. b. vessel, Bangkok, Thailand, or such 
other Thai ports as General Services Administration shall designate. Title to the 
material included in each delivery shall pass from the contractor to the Govern 
ment upon delivery to the Bangkok Bank, Ltd., Bangkok, Thailand, of the follow- 
ing documents: 





CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 23 


(a) Clean-on-board bills of lading signed by a duly authorized representative 
of the ocean carrier. 

(b) Certificate of analysis approved by the Government’s duly authorized 
representative. 

(c) Weight certificates approved by the Government's duly authorized 
representative. 
8. Shipping instructions 

The Government or its duly authorized representative shall be responsible for 
arranging the ocean transportation from Bangkok, or such other Thai ports as 
GSA shall designate, for each lot of concentrates to be delivered in accordance 
with the terms of this contract. 
9. Certification of invoices 

Each invoice shall have printed, stamped, or typed thereon the following cer 
tification, to be signed by the contractor's duly authorized representative, with his 
title indicated : 

“T certify that the above bill is correct and just; that payment therefor has not 
been received.” 

Each invoice shall also contain a separate statement as follows: “The mater 
covered by this invoice is of Thailand origin.” 


10. Duty 


The unit prices shown herein do not include the United States import+duty 
The Government shall arrange necessary clearance through the United St ( 
( stoms. 


11. Payment 


(a) A letter of credit shall be established by -the United States Governmer 


a rnment 
in favor of the I rong Thai Co., Ltd., 539 Luang Road, Bangkok, Thailand, at 
the Bangkok Bank, Ltd., Bangkok, Thailand. 

(b) The Government will not pay in whole or in part for any shipmer ol 
concentrate which fails to meet the chemical and physical requirements set forth 
in special article 2, hereof. 

c) Upon presentation to the Bangkok Bank Ltd., Bangkok, Thailand, of 


clean-on-board bills of lading signed by a duly authorized representative of th 
ocean carrier, certificates of analysis and weight certificates representing the 
material covered by the bills of lading, said certificates of analysis and weight 
certificates bearing the approval of the duly authorized representative of the 
Government, the Bangkok Bank., Ltd., Bangkok, Thailand, shall, at the request 
and authorization of the Government’s duly authorized representative, pay to 
the contractor 80 percent of the value of the said material, the value to be com 
puted at the unit price stated herein and on the weight and chemical analysis 
as reported in the analysis and weight certificates referred to above 

(d) Upon final acceptance of the concentrate based upon the net dry weight 
and the chemical analysis as determined on behalf of the Government in accord 
ance with article 5d and f hereof, the receipt of a properly certified invoice, 
final payment, or settlement shall be made. 

(e) Where a provisional partial payment has been made, and the chemical 
analysis as reported by Ledoux & Co. indicates that the quality of the article for 
which provisional partial payment has been made fails to meet the requirements 
specified in special article 2 hereof, said material may be rejected by the Govern- 
ment in accordance with the provisions of article 7 of the general conditions 
(p. 2 hereof) and in addition, the contractor shall be required to refund any 
payment which has been received for the rejected material. 

(f) In the event of partial or total loss or damage, of the material while in 
the custody of the ocean carrier, the Government shall pay to the contractor 
the final payment due for such lost or damaged material, on the basis of the 
weight and chemical analysis upon which the provisional partial payment was 
made. 

(g) All payments to the contractor shall be made in United States currency. 
12. Validation of contract 

This contract shall be valid only if it bears the following: 

1. The signature of a contracting officer, Emergency Procurement Service, 
General Services Administration, on behalf of the Government. 

2. The signature of the contractor or its duly authorized representative. 
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3. The signature of the United States Ambassador to Thailand or his designee 


verifying the authenticity of the signature of the contractor and the seal of the 
United States Ambassador to Thailand. 


‘Bureau of Federal Supply standard contract delivery terms No. 1, dated 
June 7, 1948, on file in the office of the Director, Bureau of Federal Supply, are 
incorporated herein by reference and made a part of this contract.” 


Form Mo. 86 
FOREION BERVICE 
(Revised January 1942) 


Certificate of Acknowledgment of Execution of an Instrument 


KINGDOM OF THATLAND 


(Country 


City of Bangkok 

(County or other politioa) division) 
Embassy of the United States 
of America, Consular Section... 


(Name of foreign servoe office) 


1, William F, Spengler ....... ; ..Wiee Consul, 
of the United States of America at . Bangkok, ‘Thailand, 
duly commissioned and qualified, do hereby certify that on this ..... e2nae... . 


day of May,.1952 ; , before me personally appeared .. Somvang Sarasas, . 


Managing Director of U-Tong Thai Co,, Ltd., Bangkok, Thailam - -- =. 


to me personally known, and known to me to be the individual... described in, whose 
name ..18. subscribed to, and who executed the annexed instrument, and being 
informed by me of the contents of said instrument .....he....duly acknowledged to me 


that ..b®.. executed the same freely and voluntarily for the uses and purposes 


therein mentioned. 


In witness whereof I have hereunto set my hand and 


official seal the day and year last above written. 


Vice Consul... of the United States of America. 
38, No fee 


Note--Wh cticable all signatures to a document should be Included in one certificate, 


©. ©. Govanmetcs PaieTine Orrice §=10—15041-1 
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EXHIBIT 4—PrRApDIT TRADE & INDUSTRY Co., LTp., CONTRACT 


praieer i990 GEMERAL SERVICES AOWINI STRATION 
CONTRACT TERMS 


Division, 7th and O st 
oO. C. 
The meterlats, supplies encior servfoes t Payment elit eur een’ vice 
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a 


ogko he and, or such other sha orts as GA s designate, 


METHODS OF PACKING, MARKING, wriGniaG, SAMPLING, FESPECTIOG 490 SHIPPIOG hell we es proviced hereln, except ae 
jotherelse aivectec by the Governwent. Shipping Inetrvetions ofl! be furnishes ey the Government es neretn provices. 


SCHEDULE OF DELIVERIES 


vaaTity 
SUPPLIES OR SERVICES dumber of 
units 


1, /Tungsten concentrate guaranteed to con- Approx, 
form to chamical and physical require- 
ments stipulated herein, 


2.|Approximately 45 long tons, estimated 
to contain 2,925 long ton units of 
Tungsten Trioxide, 


Olscounts will be allowed for payment 
: : percent 20 calendar Gays 
OMTRACTO® REPRESERTS: 


(1) THAT TRE AGGREGATE BUMBER OF EMPLOYEES OF THE ComTRACTOR ao 11s apeiciaTes 1SL__)900 on wone,Cc)iess trae soo, 
(2) Trmat we 68 a» CED acouae ocaces 1, CJ MABUFACTURER OF, THE SUPPLIES OFF ERLO. 


cyy tnay nt —Jwas, CE) was aor, Curcoveo Of RETAIECD & COMPARY OR PERSON (OTHER TRAB & FULL-TIME CUPLOVEE) TO So.1- 
CIT OR SECURE THIS COMTRACT, ABD AGRETE TO FURBISH FEF ORMATION AIL ATING THERETO 45 MEQUESTED BY Tre ComTmactiag GrFiceR, 


TRO ICATE WHETRER | )i@OIviOUAL: CO)PARTRERSNIP: CE UKORPORATION. IACOMPORATEO I8 WODQOMRBOM 


BAME ABD ADORESS OF CORTRACTOR (Type or print) CACCUTION OF TRE GOve@auter 


Pradit. Trade & Induatry Co,Ltd, 
one JUL IP 1952. 


Bese 
36 Bam pen Sun Bldg. ,Teethong Rd, 
treet reese 


UeITGO STATES OF Amtaice 
City, Some State i. wre Cr pa 


RY SS eee 
sionarune BRAD FADD on? uf BRAY S,! Te ses Tus _ 
a end 


te HAMILTON MORTON 


Contracting Officer 


Tithe 
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GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Far EASTERN OFFICE, 
Tokyo, Japan, July 18, 1952. 
Amendment No. 1 to contract GS-OOP (D)-12221 dated June 16, 1952 


Prapit TRADE & INpustTRY Co., Lrp., 
86 Ban Pen Bun Building, 
Teethong Road, Bangkok, Thailand. 
The above-numbered contract is hereby amended as follows: 
1. That portion of General Conditions for Strategic and Critical Materials 
and Services Contracts which reads: 

“10. Assignment of payments.—If this contract provides for the payment 
in the aggregate of $1,000 or more, then all moneys due or to become due 
thereunder may be assigned by the contractor to a bank, trust company, or 
other financing institution, including any Federal lending agency, in accord- 
ance with the provisions of the Assignment of Claims Act of 1940 (54 Stat. 
1029, 31 U. S. C. 208, 41 U. S. C. 15).” 

is hereby amended to read: 

“10. Assignment of claims.—Pursuant to the provisions of the Assign- 
ment of Claims Act of 1940, as amended (31 U. S. Code 203, 41 U. S. Code 
15), if this contract provides for payments aggregating $1,000 or more, 
claims for moneys due or to become due the Contractor or from the Govern- 
ment under this contract may be assigned to a bank, trust company, or 
other financing institution, including any Federal lending agency, and 
may thereafter be further assigned and reassigned to any such institution. 
Any such assignment or reassignment shall cover all amounts payable under 
this contract and not already paid, and shall not be made to more than one 
party, except that any such assignment or reassignment may be made to 
one party as agents or trustee for two or more parties participating in such 
financing. Notwithstanding any other provision of this contract, payments 
to an assignee of any moneys due or to become due under this contract shall 
not, to the extent provided in said act, as amended, be subject to reduction 
or setoff. 

“In no event shall copies of this contract or of any plans, specifications or 
other similar documents relating to work under this contract, if marked ‘Top 
Secret’, ‘Secret’, ‘Confidential’, or ‘Restricted’, be furnished to any assignee 
of any claim arising under this contract or to any other person not entitled to 
receive the same; Provided, that a copy of any part or all of this contract so 
marked may be furnished, or any information contained therein may be 
disclosed, to such assignee upon the prior written authorization of the 
Contracting Officer.” 

2. That portion of Continuation Sheet No. 2 which reads: 

“4. Delivery schedule.—The entire contract quantity shall be tendered to 
the Government for acceptance prior to June 30, 1952. Shipment against 
the total contract quantity shall be made in accordance with the following 
schedule: 

Not less than 5 long tons per month starting April 15, 1952.” 
is hereby amended to read: 

“4. Delivery schedule.—The entire contract quantity shall be tendered to 
the Government for acceptance prior to August 31, 1952.” 

8. Article 7, delivery and transfer of title of Special Articles, Terms, Condi- 
tions, and Specifications is hereby amended by the addition of the following: 
“d. The term ‘FOB Vessel’, to which this contract is subject, means: 

“(A) Loaded and stowed or trimmed on board overseas vessel at named 

port of shipment, free of expense to the Government; 
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“(B) That it shall be the responsibility of the contractor to do the 
following: 

“1. Provide for, and pay and bear all charges incurred in, placing 
goods actually on board the vessel designated and provided by or for 
the Government on the date or within the period fixed ; 

‘2. Provide clean on-board ocean bill of lading ; 

“3. Be responsible for any loss or damage, or both, until goods have 
been placed actually on board the vessel on the date or within the 
period fixed; 

“4. Render the Government, at the Government's request and expense, 
assistance in obtaining the documents issued in the country of origin, 
or of shipment, or of both, which may be required either for purposes 
of exportation, or of importation at destination.” 

All other specifications, terms, and conditions of this contract shall remain 
in full force and effect. 
Accepted by the contractor: 
Prapir TRADE & INbUsSTRY Co., LTD., 
Contractor. 
By Saphaya Saphayapeibulaya. 
Date: August 26, 1952. 
This amendment is in the best interest of the United States Government and 
is made to comply with changes desired by the Government. 
Accepted by the Government: 
By HAmivron Mormon, 
Contracting Officer. 
Date: August 26, 1952. 


Contract No. GS-OOP(D) 12221 
SPECIAL ARTICLES, TERMS, CONDITIONS, AND SPECIFICATIONS 


1. Quantity 

The quantity of tungsten concentrates which shall be delivered under the con- 
tract shall be aproximately 45 long tons, containing an estimated total of 
2,925 long-ton units of tungsten trioxide all from the production of mines 
located in Mae Sariang Districts, Northern Thailand, for the period April 15 
1952, to June 30, 1952. 
2. Quality 

The tungsten concentrate delivered hereunder shall conform to the following 
requirements: 

(a) Chemical requirements 

Percent by weight 
(dry basis) 

Tungsten trioxide (WOs) pete 65 percent minimum. 
meee CRG ey ge ee toe --------------.. 1.50 percent Maximum. 
Ar@enic: GAS) <20. oles ie eeeelik. 2selicscisiin OBS peteent aeexin 


(b) Physical requirements.—The concentrates shall be produced from natural 
ore and may be in the form of either lump or fines or a mixture of the two. 
Lumps shall not exceed 1 inch in size. 

8. Price 

For each long-ton unit of WO; accepted by the Government or its duly author- 
ized representative, the Government shall pay to the contractor the sum of $65 
per long-ton unit as provided under special article 11, “Payment.” 
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j. Delivery schedule 


The entire contract quantity shall be tendered to the Government for accept- 
ance prior to June 30,1952. Shipments against the total contract quantity shall 
be made in accordance with the following schedule: 

Net less than 5 long tons per month starting April 15, 1952 


5. Inspection, weighing, sampling, and analysis 


(a) All concentrate to be delivered under the contract shall be subject to in- 
spection, weighing, sampling, analysis, and acceptance by the Government or 
its duly authorized representative 

(b) Tungsten concentrate shall be offered in lots of not less than 5 long tons 
each, and each such lot shall be weighed, sampled, and analyzed. Not more 
than 1 lot shall be represented by the composite sample, nor shall the analysis 
represent more than 1 lot 

(c) Prior to shipment from Bangkok, or such other Thai ports as GSA shall 
designate, the contractor shall, at its expense and subject to the approval of the 
Government or its duly authorized representative, arrange to have each lot of 
oncentrate weighed, sampled, and analyzed. 

d) Upon arrival of each shipment or lots of the concentrate in the United 
States of America, such shipment or individual lots shall be weighed, sampled, 

nd analyzed at the expense of the Government, by Ledoux & Co. of New York, 
N. ¥ and the report of chemical analysis and moisture content determination 
is reported by such sampler-analyst shall be final for all purposes and a basis for 
final settlement 

(e) The contractor may, at its option, have its representative present at the 
time the concentrate is sampled by Ledoux & Co. 

fy} The Government shall determine the net dry weight of each lot of con- 
centrate based upon gross weight adjusted for the moisture content and tare 

container) weight as reported by Ledoux & Co. 

‘) Three copies of each certificate of weight, including the tare (container) 
weight, and one copy of each certificate of chemical analysis and moisure de- 
termination obtained by the Government from Ledoux & Co. shall be furnished the 
contractor, 


Packaging and marketing: 


Concentrates supplied under this contract shall be packed in new heavy can- 
vass bags, and each contatner shall be stenciled or hand-lettered with a good 
rude of weatherproof paint or ink. 
Each container shall be marked with the following identification: 
Lot. No. and bag No 
Contract No. GS—O00 (DD) 1222 


Gross weicht 


Net weight 


~ 


Delive ry and transfer of title 


Delivery under this contract shall be f. 0. b. vessel, Bangkok, Thailand, or such 
other Thai ports as General Services Administration shall designate. Title 
to the material included in each delivery shall pass from the contractor to the 
Government upon delivery to the Bank of America, Bangkok, Thailand, of the 
following documents: 

(a) Clean-on-board bills of lading signed by a duly authorized representative 
of the ocean carrier 

(b) Certificate of analysis approved by the Government's duly authorized 
representative. 

(c) Weight certificates approved by the Government’s duly authorized repre- 
sentative. 

§. Shipping instructions 

The Government or its duly authorized representative shall be responsible 
for arranging the ocean transportation from Bangkok, or such other Thai ports 
as GSA shall designate, for each lot of concentrates to be delivered in accordance 
with the terms of this contract. 
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9. Certification of invoices 


Each invoice shall have printed, stamped, or typed thereon the following 
certification, to be signed by the contractor’s duly authorized representative, with 
his title indicated : 

“I certify that the above bill is correct and just; that payment therefor has 
not been received.” 

Each invoice shall also contain a separate statement as follows 

“The material covered by this invoice is of Thailand origin.” 


10. Duty 


The unit prices shown herein do not include the United States import duty 
The Government shall arrange necessary Clearance through the United States 


Customs 
1/1. Payment 

(a) A letter of credit shall be established by the United States Government 
in favor of the Pradit Trade & Industry Co., Ltd., 36 Teethong Road, Bangkok, 
Thailand, at the Bank of America, Bangkok, Thailand 

(>) The Government will not pay in whole or in part for any shipment of 


concentrate which fails to meet the chemical and physi il requireme s set 
forth in special article 2, hereof. 
(c) Upon presentation to the Bank of America, Bangkok, Thailand, of clean 


on-board bills of lading signed by a duly authorized representative of the ocean 


carrier, certificate(s) of analysis and weight certificate(s) representi the 


material covered by the bills of lading said certificate(s) of analysis and weight 


certificate(s) bearing the approval of the duly authorized representative of 
the Government, the Bank of America, Bangkok, Thailand, shall, at the request 
and authorization of the Government’s duly authorized representative, pay to 
the contractor SO percent of the value of the said material, the value to be 


computed at the unit price stated herein and on the weight and chemic: 


analysis as reported in the analysis and weight certificates referred to above 





(d) Upon tinal acceptance of the concentrate based upon the net dry weight 
and the cl al analysis as determined on behalf of the Government in accord 
nee with article 5d and f hereof, the receipt of a properly certified invoice 


final payment or settlement shall be made 

(ce) Where a provisional partial payment has been made, and the chemical 
analysis as reported by Ledoux & Co. indicates that the quality of the article 
for which provisional partial payment has been made fails to meet the require 
ments specified in special article 2 hereof, said material may be rejected by the 
Government in accordance with the provisions of article 7 of the general con 
ditions (p. 2 hereof) and in addition, the contractor shall be required to refund 
any payment which has been received for the rejected material 

fy) In the event of partial or total loss or damage, of the material while 
in the custody of the ocean carrier, the Government shall pay to the contractor 
the final payment due for such lost or damaged material, on the basis of the 
weight and chemical analysis upon which the provisional partial payment was 
made, 


(g) All payments to the contractor shall be made in United States currency. 
12. Validation of contract 


This contract shall be valid only if it bears the following: 
1. The signature of a contracting officer, Emergency Procurement Service, 
General Services Administration, on behalf of the Government 


2. The signature of the contractor or its duly author 


ized representative 
3. The signature of the United States Ambassador to Thailand or his designee 
verifying the authenticity of the signature of the contractor and the seal of the 
United States Ambassador to Thailand. 
Bureau of Federal Supply Standard Contract Delivery Terms No. 1, dated 
June 7, 1948, on file in the office of the Director, Bureau of Federal Supply, are 
incorporated herein by reference and made a part of this contract 
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Form No. 66 
FOREION SERVICE 
(Revised January 1947) 





Certificate of Acknowledgment of Execution of an Instrument 


_ KINGDOM OF THAILAND ae | 


(Country) 


(County oF other polities! division) ; | 
Embassy of the United States 
of America, Consular. Section i 


(Name of foreign servos offes) 


I, Williem F, Spengler Vice Consul..... 
of the United States of America at . Bangkok, Thailand, 
* duly commissioned and qualified, do hereby certify that on this -lst- 
day of July, 1952... , before me personally appeared . Saphaya Saphayapaibulaya 


(Date) 


of Pradit Trade & Industry Co., Ltd., Bangkok, Thailand - - - - - - -- 
to me personally known, and known to me to be the individual . described in, whose 
mame is. subscribed to, and who executed the annexed instrument, and being 
informed by me of the contents of said instrument .. h@... .. duly acknowledged to me 
that . ba... executed the same freely and voluntarily for the ‘uses and purposes 


therein mentioned 





In witness whereof I have hereunto set my hand and 


Official seal the day and year last above written. 


Vice Consul 





of the United States of America. 


38, No fee 





No. 9 


ever practicable all egnatares te a document ehould be Ineluded in one certificate. 


© 8 woven! reretins Orrne — 1O—IsaMtot 
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GENERAL SERVICES ADMINISTRATION 
EMERGENCY PROCUREMENT SERVICE, FAR EASTERN OFFICE, TOKYO, JAPAN 
Amendment No. 2 to contract GS-OOP (D) 12221, purchase of tungsten 
concentrate 
Contractor: Pradit Trade & Industry Co., Ltd., 36 Bam pen Bun Building, 

Teethong Road, Bangkok, Thailand 

It is hereby mutually agreed that contract GS-OOP (D) 12221 between the 
Pradit Trade & Industry Co., Ltd., and General Services Administration, Bmer- 
gency Procurement Service, is hereby amended as follows 

1. The contract quantity of 45 long tons, estimated to contain 2,925 long ton 
units of tungsten trioxide, is reduced to 29.96752 long tons estimated to contain 
1,947.8888 long ton units of tungsten trioxide. i 

2. The total value of the contract which is stated as approximately $190,125.00 
is reduced to approximately $126,612.77. 

3. The quantity of tungsten concentrate as reduced in paragraph No. 1 above 
having been delivered, no further deliveries will be made and the contract is 
hereby terminated without liability on the part of any of the parties hereto. 

This amendment is in the best interest of the United States Government. All 
other terms, conditions, and stipulations of the contract shall remain unchanged. 

Acceptance by the Government : 

By HAMILTON Morton. 

Title: Contracting Officer 

Date: December 12, 1952. 
Acceptance by the contractor: 

PRADIT TRADING & INDUSTRY 

By Saphaya Saphayapaibulaya 

ee cia aia eh heb ethinebeinints 

Date: December 6, 1952. 

Mr. Brownson. Mr. Meader, do you have any questions ? 

Mr. Meaper. Yes. Turning to page 2 of your statement, Mr. Walsh. 

Mr. Wausu. Yes. 

Mr. Meaper. In the fourth paragraph on that page you refer to 
the instruction from the Munitions Board, early in January 1951. 

Mr. Watsu. Yes. 

Mr. Meaper. And in the second sentence you state, “The General 
Services Administration also was advised that the matter of price 
should be of no consequence.” 

What agency or what individual advised the General Services 
Administration to disregard price ? 

Mr. Watsu. The Munitions Board. 

Mr. Meaper. Do you have documentary support for the advice, or 
was that simply oral ? 

Mr. Waxsu. We have documents supporting that. 

; Mr. Meaper. Could you supply that to the committee ? 

Mr. Watsu. Yes; it might take a little time. 

Mr. Meapver. Well, we would like them now, if we could have them, 
and we would like the opportunity to look them over. 

Mr. Watsu. We will be very glad to search them out. 

Mr. Mraper. And in the same third paragraph, the last se ntence? 
“It was recommended to the General Services Administration.’ 
Was that a recommendation from the Munitions Board or did it come 

from someone else? 

Mr. Watsu. My recollection is it was both from Defense Production 
Administration and from the Munitions Board. 

Mr. Mraper. Do you have documentary evidence to support that? 

Mr. Watsu. I really do not recall. I am told that it was incorpo- 
rated in a letter from the Munitions Board. 
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Mr. Meaper. I think we should have for the record the name of 
the specific agency that was responsible for these recommendations 
upon which you relied for the action you took. 

Mr. Wausu. Yes. 

Mr. Meaper. And if there is documentary support we should have 
it. and if there is no document, we should have a statement as to the 
ndividual upon whom you relied. 

Mr. Wausn. I have here and will read into the record a letter dated 
January 5, 1951, and signed by J. D. Small, Chairman, Munitions 
Board, and addressed to Jess Larson, Administrator, General Serv- 
ices Administration. This is the way the letter reads: 

Dear Mr. Larson: In view of the extremely critical situation in the Far East, 

mperative that your most vigorous efforts be directed toward the purchase 


of all the rubber and other materials on the purchase program originating in 
Indonesia, Malaya, Thailand, and French Indo China that you can find. The 
matter of price should be of no consequence in your redoubled efforts to acquire 
the 1 mum amount of these materials. This includes preclusive buying. 
It is suggested that you employ all available purchasing officers in this effort 
or a re addition l nn f necessary, in order to get this program under- 
I st ite possil 


Mr. Meaper. That is the complete letter dated January 5, 1952? 


Mr. Wausnu. Yi 


\lr. Mi DER. | hel youl tatement, probably, should be corrected 
here Vou \ January 1951 
Mr WaALsH Ta sorry : itis 195] which s the date. 


Mr. Mreaper. The date of the letter is 1951? 
Mr. Wausn. Yes. sir. I should state at this time that this letter is 


classified as secret, according to my recollection. I do not know 
whether it has been declassified. Yes, I am informed it has been 
declassified. 

Mr. Brownson. I will ask unanimous consent that the letter which 
has just been read by the Commissioner be placed in the record at this 


po t and we will labe it exhibit 5. 


MUNITIONS BOARD, 
Washington 25, D. C., January 5, 1951. 
Hon. Jess LARSON, 
idministrator, General Se ces Administration 

Dear Mr. Larson: In view of the extremely critical situation in the Far East, 
it is imperative that your most vigorous efforts be directed toward the purchase of 
all the rubber and other materials on the purchase program originating in Indo- 
nesia, Malaya, Thailand and French Indochina that you can find. The matter 
of price should be of no consequence in your redoubled efforts to acquire the 
maximum amount of these materials. This includes preclusive buying. 

It is suggested that you employ all available purchasing officers in this effort 
or acquire additional personnel, if necessary, in order to get this program under- 
way at the highest rate of speed possible. 

Sincerely yours, 
J.D. SMALL, Chairman. 

Mr. Brownson. The letter as you read it mentions specifically rub- 
ber and other critical items. Did you interpret that to include all 
items that you were stockpiling at that time? 

Mr. Wausnu. Yes, sir, all items originating in those areas. 

Mr. Brownson. I notice that there was no mention of Burma. 

Mr. Watsu. No, Burma was not mentioned. 

Mr. Brownson. Burma was not mentioned in the geographical 
definition ? 








: 
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Mr. Watsu. No, Burma was not mentioned. 

Mr. MEADER. Mr. Walsh, do you understand that the letter rel ited 
to the stockpiling program ¢ 

Mr. Wausu. Yes, sir; that is the only program that Mr. Small, as 
Chairman of the Munitions Board, had jurisdiction of. He had no 
jurisdiction over the Defense Production Act. 

Mr. Meaper. Three of the four contracts were made under the 
Defense Production Act of 1950 and only one under the Strategic 
Critical Materials Stockpiling Act 4 

Mr. Watusnu. That is correct, sir. 

Mr. Mraper. If this instruction related only to stockpiling acti 
ties then, it would not be true that you should disregard pricing al cl 
YO pell mell ahead buying stufl under the De fense Production Act 
would it? 

Mr. Watsn. We had instructions from the Defense Produet 
Authority on tungsten specifically to go into the markets—foreig 
markets—and buy it. 

Mr. Meaver. Will you produce those instructions likewise? Ag 
they in writing? 

Mr. Wausu. Yes, sir; they are in writing and they applied in 
as well. We were further directed to take a loss on supplying tungst« 
to industry in those same instructions. 

Mir. Mraprer. Mr. Chairman, could we have a copv for our record 
of these instructions / . 

Mr. Brownson. I ask unanimous consent that the instructions 
refel red to be inserted in the record and that the y ve labeled ex 

Without objection it is so ordered. 


EXHIBIT 6 


OF! F A NISTRA 
Vi 1 
Hon. Jess LARSON 
Ldministre r, Ge ; ¢ Administration, 
Washington 25, D. 

DEAR Mr. LARSON: In order to assure the continued supply of ten al 
distributio nd utilization of such supply in the manner m advantage 
the national defense, it is necessary that the Government undertake a pre im 
of procurement and distribution of this strategic materia 

Accordingly, pursuant to the provisions of the Defense Production Act of 1950 
(Public Law 774, Sist Cong.), Executive Order 10161, dated Septer er 9. 1950 
(15 F. R. 6105), and Executive Order 10200, dated January 38, 1951 (16 F. R. 61 
I hereby certify that in the interest of national defense and to carry out the 


express purposes and policies of said act and Executive orders, it is necessary 
that the Administrator of General Services purchase and make commitments 
to purchase tungsten of foreign origin in all its various forms including ores and 


concentrates for Government use or resale. I further certify with respect to such 
materials that purchases or commitments to purchast nvolving higher than 
currently prevailing market prices or anticipated loss on resale are nece 


to assure the availability to the United States of overseas supplies 
It is estimated that the administration of this program will require a revoly 
ing fund of $13,950,000 to be borrowed from the Treasury of the United States 
for this purpose in accordance with section 304 of the Defense Production Act 
of 1950. I concur in this estimate. 
Sincerely yours, 


EpWINn T. GIBSON, 
Deputy {dministrator 
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DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
March 15, 1951. 


Hon. Jess LARSON, 
Administrator, General Services Administration, 
Washington 25, D. C. 

Dear Mr. Larson: Reference is made to my letter of February 23 to assure 
the continued supply of tin and my letter of March 5 to assure the continued 
supply of tungsten. I discussed the policy of purchases involving anticipated loss 
on resale with the Vital Materials Coordinating Committee at the meeting of 
March 12. In accordance with such discussion and my advices to the members 
of the committee at that time, I hereby withdraw such parts of both letters as 
certify to the necessity of purchases or commitments to purchase involving an- 
ticipated loss on resale. 

Please inform the Reconstruction Finance Corporation of this change in 
authority. 

Sincerely yours, 
EpwIn T. GIBson, 
Deputy Administrator. 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
Washington 25, May 7, 1951. 


Hon. Jess LARSON, 
Administrator, Geneval Services Administration, 
Washington 25, D. C. 

Dear Mr. LARSON: Reference is made to my letters of March 5 and March 15, 
1951, establishing a program for procurement and distribution of tungsten. 

Since the tungsten supply situation has become increasingly critical in the past 
2 months, I now certify to the necessity of purchases or commitments to purchase 
tungsten involving anticipated loss on resale. The Defense Production Adminis- 
tration has already certified a revolving fund of $13,950,000 for the purpose of 
procuring tungsten. It is requested that you proceed aggressively, making maxi- 
mum effective use of existing private concerns, to purchase foreign tungsten. 
The material should be resold on the direction of the Defense Minerals Adminis- 
tration which allocates ores and concentrates. This new policy and program 
should not be made known publicly. You are authorized to proceed with opera- 
tions that can be carried out within the limits of the funds now authorized. If 
we find that it is necessary to extend this type of program further, additional 
funds will be made available subsequently. 

Sincerely yours, 


E. T. Grsson, Deputy Administrator. 





DEPARTMENT OF THE INTERIOR, 
DEFENSE MINERALS ADMINISTRATION, 
Washington 25, D. C., May 22, 1951. 
Subject: Foreign Tungsten Procurement 
Mr. JESSE LARSEN, 
Administrator, General Services Administration, 
Washington, D. C. 


Dear Sir: The attached memorandum is enclosed herewith in compliance with 
the request made at the meeting which was held yesterday in my office for the 
purpose of accelerating the procurement of foreign tungsten. I also take this 
opportunity to confirm some of the points raised at that meeting. 

The present critical shortage of tungsten, a metal for which there is no 
adequate substitute, will be ameliorated, no doubt, by current purchases for 
industry from the recent certification of a revolving fund of $13,950,000. How- 
ever, since we have to expand tungsten production abroad as well as at home 
to meet industrial and stockpile requirements for the next 4 or 5 years, it is 
believed that long-term procurement contracts, with loans where necessary, 
provide the soundest approach to the problem. 








pWgeeain ns, ~ 
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This type of contract seems to provide the most satisfactory incentive, since 
it is preferred by the tungsten miners and by governments of many foreign 
countries who are quite insistent upon some form of guaranty that will protect 
them against a sudden collapse in the market for a number of years, as a result 
of their unhappy experience after World War II. Furthermore the expansion 
of production by long-term contracts does not result in bidding up prices, nor 
in working hardship, as the other friendly countries that also need tungsten. 

This Administration is greatly concerned about the current shortage of 
tungsten and strongly recommends that procurement contracts be concluded 
as soon as possible with the producers listed in the attached memorandum, on 
whatever terms are needed to develop the proposed tungsten expansion pro- 
gram, provided that the top and floor prices do not exceed those guaranteed 
American tungsten producers and that no contracts be made for delivery past 
December 31, 1955. 

It is believed that in purchasing tungsten particular stress should be placed 
upon the great urgency for the metal and on the need for commencing plant 
construction or expansion as soon as possible. No important saving can be 
made by trying to buy foreign tungsten for less than is paid for domestic sup- 
plies, owing to the small tonnages involved as compared to imports of rubber, 
tin, wool, copper, etc. Also it seems unlikely that any expansion of importance 
can ever be developed by strict adherence to such a policy. 

Sincerely yours, 
JAMES Boyp, Administrator. 





DEPARTMENT OF THE INTERIOR, 
DEFENSE MINERALS ADMINISTRATION, 

Washington 25, D. C., May 24, 1951. 
Memorandum 
To: Dr. James Boyd. 
From: T. C, Baker, Chief, Foreign Division. 
Subject: Foreign tungsten procurement contracts. 

The Foreign Division of Defense Minerals Administration has received and 

analyzed the following projects: 
Tons of W Os per year 


Location of | Amount of ee 


é 3 ( de f 
Name of company mine loan 


| Present pro- Expanded 

| duction production 
Hochschild 8. A. M. I__. Bolivia___. $1, 000, 000 | 200 | 400 
Cie Aramayo de Mines ‘ .do bs 580, 000 | 180 | 600 
Patino Mines & Enterprise do.. 1, 000, 000 | 200 | 360 
Banco Minera de Bolivia--.....-.-- .do nme 1700 | 11,400 
O’Kiep Copper Co aan ae . Southwest |.....-..-.-.-.- J ita Sieiieds util 70-200 

Africa. | | 

Kennmetals Leotbne iimenecenenebe PE. ccicinnnte | 270 | 2 290 
Pasto Bueno. . ; be ondeaitee POE caccscnl 650, 000 | 300 1, 000 


| | | | 


1 No data submitted to substantiate these figures. 
3 Insufficient data submitted to substantiate these figures. 


With the exception of the Patino proposal, all of the foregoing have been 
referred to General Services Administration, and to Export-Import Bank where 
loans are involved. It was necessary to do this in view of the limitations placed 
upon the Defense Minerals Administration in the foreign field through early allo- 
cation of the funds that were intended to cover special procurement contracts 
and guaranteed loans. 

The writer was present at the discussions that were held between the repre- 
sentatives of the O’Okiep Copper Co. and the General Services Administration, and 
again between the latter and representatives of the Banco Minera de Bolivia. 

The O’Okiep Copper Co. insists upon a floor price of $63 per short ton, f. o. b. 
American ports, for a period of 5 years on the grounds that these terms are 
necessary to reimburse that company for erecting a new mill at an estimated 
cost of approximately $700,000. The property was operated up to 1948, when the 
mill was dismantled: consequently accurate records are available as to the 
average grade and tonnage of the existing reserves, and as to operating costs and 
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mill recoveries. Mr. Henry DeWitt Smith, an American director, states that 
the project is of no particular interest to O’Okiep Copper Co., even on the above 
ter! which is understandable in view of the low grade of the reserves, but that 
the company is prepared to build a plant at its own expense and resume opera- 
tio! f the tungsten is needed The Banco Minera de Bolivia representative, 
Mr. Mario Vernaza, refused to consider anything lower than $60 per unit, f. o. b. 
American port, for a long-tern mtract Mr. Vernaza claims that the Banco 


Minera de Bolivia can furnish 100 tons of concentrates per month, but Defense 


Minerals Administration has no record of his production and has not checked 





his statement through eA rican Embassy in Bolivia Mr. Vernaza also 
t a tion « ld be doubled if technical assistance and equipment 
were furnished by the United States Government, but this statement as well as 
1 present pre ( on e subject to question 
W. RK. Grace & Co. is negotiating direct with General Services Administration 
f pro ement contract to cover its present Bolivian production, which is 
s x itely 675 tons of WO, per month, of which one-third is being 
ad This company is ntemplating the reopening of the Urania Mine, 
om which it is estimated that SOO to 1,000 tons of WO; could be produced each 
veu 
\ ‘ mpanies mentioned above, except Kennmetals, are experienced and 
pable 1 ng peratol ! adit I they I ve submitted (with the exception 
W R. Grace & Co.) : 1 to subs tiate their statements as to present and 
inion that we can depend upon these companies 
oO! tha Vy be incurred inless hampered or blocked 
n ve ich ey have no contre 
I) I Mine de | d profitably se tungsten at a much lower 
1 SOU pe is tl en h ex inge problems nor taxes to 
small operators. However, as long as the 
B f ! é ( roduction abroad at S66 to s65 per unit, it seems 
he hel nimum figu 
Since : nly ows e Bolivian producers less than $5 per unit in the 
} WW) o ‘ ng at S65 he Government is apt to set 
Bol n mine { s making it necessary to first reach an agree- 
Ls; \I l 
Oo » of O'Okiep Copper Co.’s proj S57 pet nit, f. o. b. United States 
! ts, would probably be very good floor ] e if guaranteed to December 31, 
, but it seems doubtfu hether foreign producers d Bolivia in particular, 
CeCe] hat appears em 1 ded he duty on tungsten 
ivia would have « for complaint if Boliv 1 tungsten is paid less because 
elatively low-cost production hen on the othe hand high-cost Bolivian 
es no prenit over « > Malayan tin. The cost of production of any 
pat n { r group sho 1 re set the prices we pay for foreign tungsten. 
Pu st of this etal sl l be eated the same as for copper, tin, rubber, 
el ] ‘ ise fc Ch er a premiur f 3 cents is actually being paid 
? 
Che position, as I see i We need the above ntioned production; time is 
‘ ng we « oO ff iste in procuring : tal metal like tungsten ; 
g rT by holding off for lower prices is not worth the 
T. C. BAKER, 
Chief, Foreign Division. 
JUNE 18, 1952. 
R ungsten 
Hi iH Y H. FOWLE! 
idministrator. D nse Production Ad) istration 


Washinagto Ps Dp. O. 

Dear Mr. Fow.er: I have yours of June 10 and our program division is now 
preparing a hew program on tungsten which will be submitted to you this week. 

rhis will provide for tungsten requirements on the basis of full mobilization 
in accordance with a letter from the Defense Production Administration of 
\pril 4, which directive stated that the Defense Materials Procurement Agency 
should program on the basis of the highest of either partial or full mobilization as 
submitted by DPA. 

Under this program it will mean that we will (a@) make long-time purchase 
agreements over a Maximum period of 5 years for allocations and resale to in- 
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dustry with any surplus to be resold to the stockpile, and (0b) continue to make 
llocations and resale to industry With any 





immediate delivery of tungsten for : 
surplus to be resold to the stockpile 
The tungsten purchase program is under Mr. A. J. Walsh, Commissioner, 
Emergency Procurement Service, General Services Administratior 
A constant review is being made to determine those term contracts that for 
reasons beyond our control develop to a point where delivery cannot be safely de 
f 


ors are bell taken into accoun 





pended upon, and these various f 
Sincerely yours, 
Jess LARSON, Administrator. 


DEFENSE PRODUCTION ADMINISTRATION, 
OFFICE OF ADMINISTRATOR, 
WASHINGTON, L). C., July 17, Li! 





ComMissio I erdge 1 Pro ) ent Ne 
Wa ngton D. ¢ 
DEAR Mr. WALSI With respect to the recommendations on tungsten made 
meeting 24 of the Defense Materials Operating Committee, held June 80, 1952 
please ead ed of the following a ns eC yz our agency 
1. The Emergency Procurement Service is expected to obtain delivery to th 
stockpil il e following inl iquanti na W i request at ISSIS ce re 
quired .ecom | iis objective f1 he De se Materials Procurement 
Age Calendar year 1952, 7 OOO ind 
”. The Defense Mate Is Procurement Age \ t ( rt | priate 
cont Ihe res r dire r to industi to ! ( ery ‘ 
nthet imu ( itity licated above 
The Defense Mater Procurement Agency is to develop an integrated 
fo. i « st ( i im r ! ew the Def 
Production Administration 
t. The Def e Producti Admin ‘ ( ve I re 
( . f ofl ntere ed agen ] evVie he f truc I 
ny significant changes occur in supply-req ents ¢ period Ava 
ible supplies in excess of current estimate ha e added t the stockpile nies 
such review de OUSLUI es e need for us y 1@ INnere ad ipplies to me ther 
essential re julrements 
Sincerely yours, 
Henry H. Fow.er, Adn strator 
1) > I \ INI ATION 
OFFICE ADMINIS \ 
1} f Ps / } 
Mr. A. J. WALSH 
( ” me Emerge i Procurement S 
Was] ton 25, D. ¢ 
Drar Mr. W ti: 3 follow go rec ida tungste ol ! 
centrates) were approved a et ig 44 of the Defense Mat 8 Oper ! ( 
I ttee, held Jani Vo DE Pile ( " a ad I the te OWlng ie ns alfect i 
vour agency 
l The E rger Pr urement Service is expected to obtai cle ery 
stockpile of the following minimum quantity and will request any stance 
required to accomplish this object e from the Defense Materials Procurement 
Agency: January to March 1953, 3,250,000 pounds 
2. The Defense Materials Procurement Agen¢ s to give support by appropriate 
control measures or directives to industry to facilitate delivery to the stockpile of 
the minimum quantity indicated above 
3. The Defense Production Administration on its own initiative, or upon request 
of other interested agencies, shall review the above instructions should any 
significant changes occur in supply-requirements data for this period Available 


supplies in excess of current estimates shall be added to the stockpile, unless sue] 


i 
review demonstrates the need for using the increased supplies to meet other 
essential requirements. 


sincerely yours, 


RALtpu S. Triaa, Acting Administrator. 
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EXEcUTIVE OFFICE OF THE PRESIDENT, 
OFFICE OF DEFENSE MOBILIZATION, 
OFFICE OF THE DIRECTOR, 
Washington 25, D. C., March 26, 1954. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
Washington 25, D.C. 

Drak Mr. WAtsH: The following recommendations on tungsten (ores and con- 
centrates) were approved at meeting 50 of the Defense Materials Operating Com- 
mittee, held March 16, 1953. Please be advised of the following actions affecting 
your agency: 

1. The EBmergency Procurement Service is expected to obtain delivery to the 
stockpile of the following minimum quantity and will request any assistance 
required to accomplish this objective from the Defense Materials Procurement 
Agency: April to June 1953, 2,756,000 pounds. 

2. The Defense Materials Procurement Agency is to give support by appropriate 
control measures or directives to industry to facilitate delivery to the stockpile of 
the minimum quantity indicated above. 

3. The Office of Defense Mobilization on its own initiative, or upon request of 
other interested agencies, shall review the above instructions should any signifi- 
cant changes occur in supply-requirements data for this period. Available sup- 
plies in excess of current estimates shall be added to the stockpile, unless such 
review demonstrates the need for using the increased supplies to meet other 
essential requirements. 

Sincerely yours, 
Rapa §S. Trrae, 
icting Assistant Director for Production, 

Mr. Wasi. I would like to add further there, if I may. 

Mr. Brownson. — Mr. Walsh. 

Mr. Wausu. After the Defense Production Act began functioning, 
the tendency was to brs 1ce more contracts under the Defense Produc- 
tion Act rather than the stockpiling authority, because it gave greater 
flexibility on the disposition of that m: terial once it was on hand. 
Under the Stockpiling Act, it requires an Executive order to get any 
material out of the stockpile, whereas under the Defense P roduction 
Act it could go either to the stockpile or for resale to industry. 

Mr. Brownson. Mr. Walsh, Emergency Procurement Service at 
this time had a far eastern regional office in Tokyo; did it not? 

Mr. Watsn. Yes, sir. 

Mr. Brownson. Who was the head of that office at that particular 
time ¢ 

Mr. Watsx. Mr. Hamilton Morton. 

Mr. Brownson. And who was the assistant regional manager ? 

Mr. Wausn. Mr. Elmer Hoffnauer. 

Mr. Brownson. Elmer Hoffnauer ? 

Mr. Watsu. Yes, sir. 

Mr. Brownson. At that time Mr. Snell was representing Emer- 
gency Procurement Service in Bangkok; was he not? 

Mr. Watsu. That is correct. 

Mr. Brownson. You recall that the Mae Lama Mining Co. had one 
of the largest producing contracts and was behind in their deliveries 
during 1952, and that you asked the Munitions Materials Board, which 
had prev iously reduced the commitment under the contract, to recom- 
mend funds, in line with information received by you that Mae Lama 
had materially increased its deliveries, with reasonable expectancy 
that increased deliveries would occur in the future? 

Mr. Wausu. I recall that. 

Mr. Brownson. Was that a conversation or was it covered in corre- 
spondence ? 
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Mr. Watsn. I believe it was a conversation on the telephone, but 
I believe that was confirmed. 

Mr. Brownson. You, Mr. Walsh, in your position as Commissioner, 
were not personally familiar with all the details of these Thailand 
tungsten contracts ; were you? 

Mr. Watsu. No, sir; I was not. I helped initiate them by having 
Mr. Putnam come in from Thailand for the purpose of getting these 
underway. Mr. Putnam is an employee of the Reconstruction 
Finance Corporation and has been stationed in Bangkok for a number 
of years. We felt we needed someone on the ground, and we had 
Mr. Putnam come in and went over these contracts with him and 
prepared drafts of the contracts, and I signed some of these contracts 
in the draft form to permit him to execute them finally in Bangkok, 
as he worked out the details. 

Mr. Brownson. You signed the contracts essentially in blank and 
they were filled in by him at Bangkok? 

Mr. Watsu. That is correct. 

Mr. Brownson. In your official position in EPS was Embassy Dis- 
patch No. 877 from Thailand called to your attention when it was 
received here in the United States? 

Mr. Watsu. I received all those cables prior to their distribution 
within the organization. So I did see the cable. 

Mr. Brownson. Did this cable from the Embassy in Bangkok con- 
tain allegations of irregularities on the part of some of the contractors 
on the tungsten program ? 

Mr. Wausu. That is correct. 

Mr. Brownson. What did you do with the matter after you re- 
ceived the dispatch? 

Mr. Watsu. I directed Mr. Wilder, who is Director of the Research 
and Analysis Division, to head up a group or committee to run the 
entire thing down and get the answer to it. 

Mr. Brownson. Did you send any investigators to Thailand to 
look into this situation ? 

Mr. Watsu. Not at that time, sir, but later on. 

Mr. Brownson. To whom did you refer the matter besides Mr. 
Wilder? Did you do anything in connection with the Toyko office 
or any of your other offices ? 

Mr. Wats. A copy of it was sent to Tokyo immediately. That 
was part of the action taken by Mr. Wilder. <A copy of it did go 
out. 

Mr. Brownson. Then it was somewhat as a result of your action 
that Mr. Hoffnauer was eventually sent out to the Thailand office, 
or was asked by the Thailand office to look into the situation in 
Thailand ¢ 

Mr. Watsu. That is correct. 

Mr. Brownson. Did you get Mr. Hoffnauer’s report? 

Mr. Watsu. Yes; I did. 

Mr. Brownson. I understand Mr. Snell is no longer with EPS§;; is 
that right? 

Mr. Watsu. That is correct. 

Mr. Brownson. Did Mr. Snell’s separation from EPS have any- 
thing to do with matters disclosed by Embassy Dispatch No. 877? 

Mr. Watsu. No, sir; Mr. Snell had left prior to that; he was en 
route to the United States when it came in. 
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Mr. Brownson. Mr. Lantaff, do you have any questions ¢ 

Mr. Lanrarr. Do these same instructions which were issued to you 
on January 5, 1951, with reference to stockpiling certain critical mate- 
rials from the areas you have mentioned, and in which it was stated 
that pri e should be of no consequence, still prevail and serve as your 
ruide for your stockpiling effort ? 

Mr. Wausu. No, sir. 


Mr. F NTAFF Were they rescinded by letter ? 


Mr. Wausu. I really cannot answer or say whether they were 
rescinded by letter or not: I do not recall, but they are no longer acted 
on and have not been ror a con derable pe riod of time. 

Mr. LANTAFF. When d d you change youn policy with reference to 
1 irement from that dictat d to you i January 1951? 


Mr. Wausu. I should say that in about March or April 1952. 
Mr. Lanrarr. Why did you change? What dictated the change at 


Mr. W H. Material ere becoming more readily available, de 
vel nol oreat al | thr \ thdrawals from the 
] e] ceasing ! diversions from old contracts were also 


easing. There was t a general letup on demand, with increased 


Mi N17 Ss March 1 2 the pi ce | l e of consequence 1n 

procurement of tungsten ind other materials ? 

Mr. Wants. Well, the price on tungsten—when we originally estab- 
( » price that e wahtle to adhere to at that time, the mar- 
is in the S80’ We were able to begin placing some con 

Ose Price t very many but later on we were able to 
or substant | amo ts, and in some cases, I think we brought 
nas vas $45 1 few cases, but it did drop down below $50 
| | 
Mr. Lanrarr. Of course, vou started getting deliveries under these 
aid yo et the price arop under that specified contract 
world pl ( 

Mir. W 1. Well, you know, it is a pr uliar thing. It is true that 

ere i price published here the United States in the Engineering 

d Min hg Journal and there is also one published in London, and 

ec ( is market prices. We know for an actual fact 

Lrie europe th users, WI le olfering these lowe1 prices, are paying 

pl »in the S70 and SSO range right now for long term delivery ot 
ingsten. They are quoting these lower pi on nearby tungsten, 
that hich they may need but is not coming in under their long 


Mr. Lanrarr. You say this policy changed in March 1952. When 
ere these contracts canceled or put in suspension ? 
Mr. Wausn. I th it was around July ol 
not sure, but Mr. Wilder will speak to that. 
Mr. Brownson. Do you have any questions, Mrs. St. George ? 
Mrs. Sv. Grorcr. Mr. Walsh, I notice that these contracts are made 
ith four different companie 

Mr. WausH. Yes,ma’am. 

Mrs. Sr. George. Who owns these companies! Are they going con- 
cerns or are they old companies or what is the history back of them / 
\re they stock companies ? 


4 


August of this year. I 
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Mr. Watsn. I really cannot answer that for you fully, Madam, be 
cause I do not have the overall picture, but I do know that Mae Lama 
is an old company. How old it is, 1 really do not know. 

Mrs. Sr. GrorGe. But it is a company that is owned by the natives 
of the country, or is it a foreign company doing business there / 

Mr. Wausu. I really do not know whether it is owned by the Thai 
land people or Chinese, but it would be owned by either one of them. 
There may be divided interests, but I would say the interest is in Thai- 
land or the Chinese. 

Mrs. Sr. Guorce. Do the French have any interest in any of these 
companies# * 

Mr. Wausu. Not to my knowledge. 

Mrs. Sv. Grorce. So, you would say that they were companies 
really owned by the natives of Thailand or by the Chinese / 

Mr. Watsn. That is correct. 

Mr. Brownson. We have had test mony and inserted into the record 
certain directives from the Munitions Board in connection with pre 
clusive purchase, regardless of price of certain critical materials. 
Did you ail ssemin ite the ed rectives to the fie ld 1! the form ot a policy 
directive from you headquartet 5 to your agencies In the field / 

Mr. Wausn. We gave them program ‘ sir. We did not at any time 
send out of the country a complete program of any material. We 
gave the Instructions to operate within certain segments of the 
program. 

Mr. Brownson. Do you remember what the particular instructions 
were that you sent to the people working on the tungsten program / 

Mr. Watsu. I do not recall; no, sir. 

Mr. Brownson. Would it be possible for you to get a copy of those 
instructions to insert in the record at this point ¢ 

Mr. Wausn. Yes, sir. 

Mr. Brownson. I ask unanimous consent that the instructions of 
EPS to the agencies in the field concerning the tungsten program be 
inserted in the record at this point and labeled as exhibit 7. 


EXHIBIT 7 


Mr. HAMILTON Morron, 
llanager for Asia, EPS, GSA, 
Care of GHY, F BU, APO, No. 500, 
Care of Postmaster, San Francisco, Calif. 


Drak Ham: This is to acknowledge receipt of vou letter. dated No 


embe 
6, 1952, relative to a recent offer received by Mr. Snell. 

The prices indicated in your letter are considerably under the current market 
prices. It would be appreciated if you would have Mr. Snell obtain more deta 
on this offer. We are not interested in entering into contracts over an extended 
period with dealers or brokers as we have found that in doing so, particularly 
when prices are dropping, the dealer holding a long-term contract at higher 
than market price, purchases concentrates over the market price and therefore, 
the Government cannot take advantage of the falling market 

If the supplier that Mr. Snell referred to is a legitimate producer, and the 
offer is based on material from mines which it owns, we would be interested in 
an offer for delivery up to June 80, 1955. The material should be wolframite 
only, and if possible, guaranteed to meet class I of National Stockpile Specifica 
tion P—57-R1, dated October 7, 1952, copy enclosed. 


‘EPS advises that no general instructions were sent to the people working on the 
tungsten program However, the 3d paragraph of the letter listed as “Exhibit 
indicate an intention of contracting only with legitimate producers 


i does 


45437—54 t 
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When Mr. Snell gets the details on the offer, please give us all the information 
you can, and a prompt decision will be made here. J 

Your letter of October 15 inquired regarding our present tungsten require- 
ments. You may, for the time being, consider offers for wolframite that may 
be available for shipment within 45 days. We prefer that the material meet 
class I of Specification P-57-R1 requirements. If only commercial grade is 
offered, it must be guaranteed to contain at least 65 percent WO; and not over 
1.50 percent tin and 0.25 percent arsenic. The price should be in line with the 
London price, which at the present time is $51.25 per short ton unit WO; c. i. f. 
London. ‘The f. 0. b. vessel price is determined by deducting freight and insur- 
ance costs to London. This London price applies to commercial grade. If full 
class I, P-57—-R1 material is guaranteed, a price up to $3 higher may be con- 
sidered. However, every precaution must be taken to avoid indicating the 
higher price for material of questionable quality. 

Whenever letters of credit are to be established for partial provisional payment, 
the instructions given in your copy of Mr. Walsh’s letter of November 4, 1952, to 
General Wilson relative to “requests for letters of credit” should be followed. 

Very truly yours, 
T. V. WILDER, 
Acting Commissioner. 

Mr. Watsn. The directive from the Defense Production Adminis- 
tration, you also want that for the record, do you? 

Mr. Brownson. Yes, if you would, please. 

(See exhibit 6.) 

Mr. Brownson. Was the Tokyo office advised of your policy in 
connection with long-term contracts and the fact that you desired 
these long-term contracts to be with actual producers in order that 
you might develop the facilities for future purchase of tungsten? 

Mr. Watsu. I am sure they were, sir. 

Mr. Brownson. What precautions do you have set up in EPS for 
policing your long-term contracts so that the tungsten or the other 
products which you are securing come from the sources specified in 
your contracts ¢ 

Mr. Watsu. In the foreign field we do not have too much of a 
setup, sir, but domestically and locally we have a group of men who 
cover the producing facilities as expediters and inspectors, but in the 
foreign field, we do not have that same coverage. 

Mr. Brownson. In other words, there was no precaution taken by 
EPS to be sure that the tungsten delivered came from the source 
spec ified in the contract ? 

Mr. Watsu. I do not know just when this came into being, but the 
record would show when it did come in—when the Bureau of Mines 
of the Thailand Government was required to make a certification—but 
the timing on that I really do not know when it was. 

Mr. Brownson. These same instructions that called for preclusive 
buying, indicated that you could get additional personnel to carry 
out the program if you needed them, did they not ? 

Mr. Watsn. They directed us to employ additional personnel ; yes, 
sir. 

Mr. Brownson. Why was it that EPS in Washington waited almost 
2 years before taking any effective action to amend the delivery sched- 
ule in view of Mae ‘Lama’s failure to fulfill minimum deliveries over 
the period of the first year? 

Mr. Watsn. I cannot answer that, sir. I really do not know. 

Mr. Brownson. What did you do here in W ashington when you 
received Embassy Dispatch No. 877, so far as suspending tungsten 
contracts in Thailand was concerned ? 
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Mr. Watsu. I do not believe there was any suspension action taken 
on that immediately, sir. 

Mr. Brownson. Just what action did you take after you received 
Embassy Dispatch No. 877 from Bangkok ? 

Mr. Watsu. I designated Mr. W ilder to head a committee or group 
to go into the matter very thoroughly. 

Mr. Brownson. Was Mr. Wilder the one that designated Mr. Hoff- 
nauer to conduct the actual investigation / 

Mr. Watsn. With my knowledge and consent; yes, sir. 

Mr. Brownson. Did you have any experienced investigators on 
your staff that you could have sent to Thailand to attend to that situa- 
tion after you received Embassy Dispatch No, 877% 

Mr. Watsu. The General Services Administration has assigned to 
the office of the Administrator an investigating group. 

Mr. Brownson. But you did not send any of those investigators 
over ¢ 

Mr. Watsu. No, sir; we did not. 

Mr. Brownson. Are there any further questions for Mr. Walsh by 
any of the committee members ¢ 

Mr. Meaper. Mr. Walsh, your title as given here is Commissioner, 
Emergency Procurement Service. Does that indicate that you are in 
charge of the entire stockpiling program in the procurement of stra- 
tegic materials? 

Mr. Watsu. Procurement, storage, and transportation; yes, sir. 

Mr. Meaper. You are the top man in that responsibility ? 

Mr. Watsu. Yes, sir. 

Mr. Meaper. Are the events that developed in connection with the 
purchase of tungsten typical in all of your stockpiling and procure- 
ment program ¢ 

Mr. Watsu. I would not say typical, sir, because there were two 
outstanding programs upon which an awful lot of emphasis was 
placed. One was rubber and the other was tungsten, and we had to 
make a very heavy drive on both of those commodities. We were 
ordered to do so and we were followed up constantly to make certain 
that we were doing so. 

Mr. Mraper. So, the manner in which this procurement of tungsten 
was handled was unusual ? 

Mr. Watsu. Yes, sir; that is correct. 

Mr. Meaper. And, I ‘gather from your reference to these directives 
that this was a hasty and urgent program and that some of the safe- 
guards that you would norm: ally throw around your procurement ac- 
tivities did not apply in this instance? 

Mr. Watsu. That is correct. Tungsten was even withdrawn from 
the stockpile to meet the needs of industry and there just was not 
enough available. 

Mr. Brownson. I interpret the term “preclusive buying” to indi- 
cate that part of your responsibility was to get in there and get this 
tungsten before it fell into other people’s hands; is that correct? 

Mr. Watsu. That is correct, sir. 

Mr. Meaper. Mr. Walsh, if there was all that urgency about it and 
under this letter of January 5, 1951, why is it that it was only after a 
year or so that some of these contracts were made or entered into? 
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Mr. Wausu. We had instructions as late as the spring of this year 
to continue buying tungsten, and we did not buy it in spite of the 
Instructions. 

Mr. Meaper. Well, here is my point; your letter from Mr. Small 
is dated January 5, 1951 ¢ 

Mr. WaALSH. That Is correct. 

Mr. Meraper. You entered into the first contract very promptly ? 

Mr. Watsn. Yes, sir. 

Mr. Meaper. January 19,1951. That is the Mae Lama contract ¢ 

Mr. Wausn. Yes, sir. 

Mr. Meaper. But the Pradit Trade & Industry contract was not 
entered into until some time in July or August of 1952. The Yip In 
Tsoi contract was entered into on March 21, 1952, and the U-Tong 
Thai Co. contract was entered into on May 3d, 1952. 

Mr. Watsu. Yes, sir 

Mr. Mraprer. That does not indicate that you acted with the same 
pron ptne with respect to those 3 co tracts that you did with respect 
to the Mae Lama contract which you entered into within 2 weeks after 
you got that letter from Mr. Small. 

Mr. Watsn. The latter three contracts are entered into under the 


! 1 l 
1 


ority of the Defense Production Act which is a different author 
ty than that covered by Mr. Small. We were given directives by the 
Defense Production Administration as to quantities that should be 
houg! t and the delivery pel ods in which this material was to be de 
livered. There were instances in there when we had bought all of the 
tungsten that we had at thority to buy. The authority was then 
imended to permit more purchases and also to give new delivery 
yeriods. 

Mr. Mraper. Then, is it correct that this directive which you re- 
ferred to of Mr. Small, which involves preclusive buying and dis 
regarding the matter of price, applies only to the Mae Lama contract ? 

Mr. Wa.sh. \pplied Ol ly to the stockpile contracts. 

Mr. Meaper. And that is the Mae Lama contract ? 

Mr. Watsu. That was the Mae Lama contract; yes, sir. 

Mr ly ADER And th matter of disregarding prices or any other 
normal business practices in connection with buying, should not be 
applied to the other three contracts under the Defense Production 
Act? 

Mr. Smatu. No, sir; that letter should not. However, there are 
other instructions from the Defense Production Authority which cover 
those t} ree other contracts. 

Mr. Meaper. And you do not have those instructions here at this 
time ? 

Mr. Watsn. We do not have them here, but we will provide them. 

Mr. Mi ADER. Do you recall whether they also indicated that you 
should regard price as a matter of no consequence £ 

Mr. Wats. It is not expressed in that language as I recall it. It 
is expressed somewhat along the lines: “Go get it and sustain whatever 
loss 1s necessary to get 1 gg 

Mr. Brownson. The subsequent contracts, then, aside from the 
Mae Lama contract, all seem to be about the same time: July 18, 
1952, for the Pradit contract; for the YIp In Tsoi contract, March 21, 
1952; for the U-Tong Thai contract, May 23, 1952. 

There is a year there that you do not sign any contracts. 
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Mr. Wausu. None in that area. 

Mr. Brownson. In that particular area. 

Mr. Watsu. Yes, sir. 

Mr. Brownson. When was it that the world price on tungsten broke 
and began to fall? 

Mr. WALSH. We would have that of record, but | do not have it in 
my memory. 

Mr. Brownson. As I remember it, it was about May 1952—just 
about the time that you were signing these contracts that the world 
tungsten price fell. 

Mr. Watusn. It niay be, sir: I really do not reeall. 

Mr. Brownson. 1 wonder if our counsel, Mr. Kennelly, has any 
questions at this point / . 

Mr. Kennetity. Mr. Walsh, was it your understanding that Mr. 
Hoffnauer did make a com lete and intensive investigation of th 


+> . . ) } a 
uation in Bangkok 4 


Slit 

Mr. Wausn. Yes, sir. 

Mr. Kennenty. Do you know of any limitations that were placed 
upon the MNannel n which he would operate, « ther as to what he 


would look into or as to the amount of time he would stay there‘ 
Mr. Watsn. No, sir. 


Mr. Kennenty. At this time. I would like to read, in substant Ol 


17 1 


at this pont, briefly from Mr. Walsh’s letter dated August 21, 19 
to Mr. Hamilton Morton, General Services Administration, Eme) 
gency Procurement Service, APO 500. care of Postmaster. San ran- 


cisco, Calif. 


Dear HAM Further reference is made to the s bi) t of Thailan woltramite 
contracts, and particularly to your letter to me f June 24, 1953 and my ik 
to you of August 18, 1955 

It has been deve loped that the new Ambassador has been advised not to ent 
into this matter and, therefore, the arrangement indicated my letter of Aucust 
IS, 1953, will not materialize Instead, the Emergency Vrocurement Service 
should take further steps to more intensively investigate this atte n the 
ground in Thailand Such investigation should not only review ny further 
evidence which the Embassy in Bangkok may have developed, bu hould also 
include investigation of the activities of the producers back to and including 


each of the mine sources of the suppliers as far as practicab 


I would like to first, Mr. Chairman, offer for the record this letter 
in its entirety, which indicates the instruction that Mr. Hoffnauer 


received and have it pla ed in the record as exhibit 8. 
] ] ] 1 


Mr. Brownson. I ask unanimous consent that the letter be inserted 
as exhibit oS. W thout objec tion it is so ordered. 


ExuHtIpgir 8 


Mr. HAMILTON Morton, 


General Nervices Administration, Emergency Procurement Se ( 
Headquarters, FEC, APO 500, ¢/o Postmaster, San Francisco, Calif 
Dear HAM: Further reference made to the subject of Thailand wolfram|te 


contracts and, particularly, to your letter to me of June 24, 1953, and my letter to 
you ol August 18, 1953 

It has developed that the new Ambassador has been advised not to enter into 
this matter, and therefore the arrangement indicated in my letter of August 18, 
1953, will not materialize. Instead, the Emergency Procurement Service should 
take further steps to more intensively investigate this matter on the ground 
in Thailand. Such investigation should not only review any further evidence 
which the Embassy/Bangkok may have developed, but should also include 
investigation of the activities of the producers, back to and including eXamina- 
tion of the mine sources of these suppliers if practicable. 
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It is requested that Mr. E. W. Hoffnauer, of your office, undertake this further 
investigation immediately, and, based upon the findings, that your office advise 
me of your firm recommendation in this matter. We are requesting State /Wash- 
ington to instruct the Embassy/Bangkok to extend the fullest cooperation to 
Mr. Hoffnauer in making this investigation. 

A copy of State/Washington’s August 12 reply to Tom Wilder’s letter to State 
of August 7, 1953, is attached for your information, which indicates State 
Department agreement that the contracts may be terminated if investigation by 
this Service develops evidence warranting their termination. 

As far as our need for the wolframite itself is concerned, ample quantities 
ar now available to us, so that curtailment or termination of these contracts 
will work no hardship from the supply viewpoint. It appears to EPS/Washing- 
ton that if the facts developed or which may be developed justify the type of 
communications which have emanated from the Embassy/Bangkok, termination 
of these contracts is in order. Pending the conclusion of this investigation and 
your subsequent recommendation to me on this matter, instructions issued to 
you by cable No. 361, dated August 10, 1953. Will continue in force. 

Very truly yours, 
A. J. WALSH, Commissioner. 


Mr. Kennetyy. Those are all the questions I have. 

Mr. Brownson. In connection with the question I just asked, I have 
a document which indicates that—has this document been dec lassified ? 

Mr. KenneELLy. Yes, sir. 

Mr. Brownson. This is from the Embassy dispatch from Bangkok 
No. 877. When we get down toward the end of it we find this 
paragraph: 

Additional evidence of Emergency Procurement Service emphasis upon maxi- 
mum procurement of wolframite procurement from Thailand is the fact that in 
February 1952 EPS opened its own office in Bangkok with two full-time em- 
ployees in the office of the secretariat. Before the opening of this office, the 
Commissioner of EPS in Washington addressed a letter on December 13, 1951, 
to the RFC representative in Bangkok who had been acting as special agent 
for EPS, urging him to counsel with Mr. Snell so that maximum tonnages are 
acquired by him. The policy of maximum purchases apparently continued for 
a few months after the establishment in Bangkok of the EPS office, because 2 
more long-range contracts were acquired and 1 short-range contract was entered 
into and a number of instances for spot purchases were referred to the EPS 
regional office in Tokyo for reference to Washington. Certainly, in May 1952 
the Tokyo office notified EPS, Bangkok, that an offer had been rejected by EPS, 
Washington, without explanation. Clarification came in a telegram of June 
1952, “Washington advises no current purchase requirement wolframite. You 
may submit any new wolframite offers being let for future contract only.” 

What was it that happened in May 1952 that changed the picture on 
the wolframite procurement so that you sent this telegram out of 
Washington ? 

Mr. Watsu. I could say that the directive which we had from the 
Defense Production Administration, quantitywise and dollarwise, 
had been completed. We had no more authority to purchase. 

Mr. Lanrarr. What was that date? 

Mr. Watsu. June 1952. 

Mr. Brownson. Yet you went ahead and executed another contract 
after that date? 

Mr. Watsu. They gave us new authority. This was a continuing 
renewal of authority els h has not yet offici: ally been curtailed. 

Mr. Brownson. This is sort of an “on-again-and-off-again thing” 
that confuses me. In June you say you do not want any more 
wolframite and in July you sign another contract. 

Mr. Watsu. That is right. 

Mr. Brownson. Is that typical of the whole procurement program, 
that it is off in June and on in July and changes that rapidly ? 
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Mr. Watsu. The program was amended several times to permit 
additional quantities to be purchased and additional funds to be made 
available. 

Mr. Brownson. Yet your contracts are all extremely long-range 
contracts—they are not spot-procurement contracts as such, but they 
are pretty long range. 

Mr. Wausu. There was an awful lot of spot tungsten purchased— 
an awful lot. 

Mr. Brownson. There was? 

Mr. Wausu. Yes, sir. 

Mr. Brownson. Of the 4 contracts which we are specifically discuss- 
ing here, there is no question that the Mae Lama contract is a long- 
term one, but would you call the other 3 long-term or short-term ¢ 

Mr. Wausu. Yes, sir; I would call 2 of them long-term. One of 
them was short-term. 

Mr. Brownson. Are there any further questions of the witness? 

Thank you very much, Mr. Commissioner. We appreciate your 
testimony very greatly. 

Mr. Wars. Thank you. 

Mr. Brownson. Our next witness will be Mr. Tom V. Wilder, 
Director of Materials Research and Analysis Division of EPS in 
Washington. 

Will Mr. Wilder step forward, please ? 

Will you be sworn please, Mr. Wilder / 

You solemnly swear that the testimony you are about to give here 
will be the truth, the whole truth and nothing but the truth, so help 
you, God? 

Mr. Wivper. I do. 

Mr. Brownson. Be seated, please, and give your name, your present 
position and a brief description of your duties under your present 
position. 


TESTIMONY OF TOM V. WILDER, DIRECTOR, MATERIALS RESEARCH 
AND ANALYSIS DIVISION, EMERGENCY PROCUREMENT SERV- 
ICE, SCENERAL SERVICES ADMINISTRATION 


Mr. Wiper. My name is Tom V. Wilder. I am the Director of the 
Materials Research and Analysis Division of the Emergency Procure- 
ment Service. My chief duties are as indicated in the statement which 
I have given the committee, which are heading up a research group 
which is primarily concerned with the maintenance of stockpile items. 

Mr. Brownson. Will you furnish the committee now with a state- 
ment of your background and the high points in your professional 
career so that we may have a little information on your career ¢ 

Mr. Wiper. I came into the Government service, or, rather I should 
state that I was in Government service prior to attending the Univer- 
sity of Michigan—the School of Natural Resources. I graduated 
from there in 1939 and had prior academic training at Georgetown 
University, from which I graduated i in 1932. 

In the interim between 1932 and 1937 I was employed by the General 
Land Office, doing survey work on the public lands of the United 
States. Following my graduation from Michigan in 1939, I was em- 
ployed again by the Land Office. F ‘ollowing that, I was employed by 
the Geological Survey of the Department of the Interior; following 








1S CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 


that I was employed by the War Production Board: following that 
| Was e mp loved by the ¢ Office of Price Administration: following that 
I was employed bv the L egisl: itive Reference Service of the L ibrary 
of Congress following that I was employed by the Bureau of Federal 
Ss ipply ! the United States Tre: asury Department ; following that 
I was detailed to th Rictas Commission and worked on the staff 
croup for the Natural Resources Committee: following that I returned 
to the Bureau of Federal S Supply and have worked in the stockpiling 
program for 5 years. 

~ Mr. Brownson. Mr. Wilder, I would like to ask unanimous consent 
at this time that such portions of the prepared tatement as Mr. Wilder 
does not read, may be included in the record and I would suggest that 
inasmuch as vou have given your analysis or a full analysis of the 
functions of the Materials Research and Analysis Division in the first 
page that we allow that to be inserted in the record in that manner and 

e ask vou to start reading your st: iteme nt on page z under the head- 
ng “Special Liaison Assig nment—Thailand Wolfram.” 

Mr. Witper. I would like to ae the chairman to repeat that 
instruction. 

Mr. Brownson. Start reading your statement up there where you 
have the subject Special Liaison Assignment—Thailand Wolfram. 
The balance of your statement or anything you do not read will be 
nserted in the record aut matically ‘so that the record will contain 
your full statement. 

Mr. Wivper. I was verb lly directed by the Commissioner of the 


Emergency P rocurement Ser ce to serve as his liaison representative 
In we rki 9 with the S » De partment, Wash neton, for developing 
a United States Government decision with respect to the situation 
deseribed in a Gover nt communication dated May 11, 1953, which 
‘ ] 


nt over m\ desk o1 M Ly 29 1953. and of which I received a copy 
for mv use on June 1, 19 | sassignment was elven to me by the 
Commissioner on 01 ea May 29, 1953, and at that time I was told 
that Mr. Bramble of the State Department had been informed and 
that Mr. Bramble would be the State Department contact with whom 
communications on this matter, verbal or Wl itte n. would be conducted. 

Since Mr. Snell. former manager for the Emergency Procurement 
service sangkok office, was at the time of receipt of this communica 
tion en route from the F ir East to Washington, it was considered ad- 
visable to have him available for the joint discussions with the State 
Department, Washington on this matter. Emergency Procurement 
Service records indicate that Mr. Bramble and his associate, Mr. 
Pollard, met with me and Mr. Fuller, Emergency Procurement Serv- 
ice, and Mr. Snell at the time of the latter’s arrival in Washington. 
This meeting took place in my office on June 29, 1953. 

The position which I took at the meeting of June 29, 1953, was 
substantially: (1) The Emergency Procurement Service wanted the 
State Department to develop the evidence to legally support the 
accusations in the document of May 11, 1953; (2) the Emergency 
Procurement Service wanted a firm statement of the State Depart- 
ment’s views respecting cancellation of the contracts, since the Emer- 
gency Procurement Service with evidence in hand would certainly 
be in no position to do less than cancel the contracts; (3) that the 
Emergency Procurement Service did not want to be placed in the 
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position of imperiling the United States Government’s relations with 
the Government of Thailand at the instigation of the authors of the 
document of May 11, 1953, unless the possibility of outright cancella- 
tion was approved and responsibility for any repercussions therefrom 
would be accepted by the Department of State; (4) that the Emer 
gency Procurement Service believed that the State Department was 
in a far better position to develop and submit evidence upon which 
the Emergency Procurement Service could act than would be the 
Emergency Procurement Service. 

It was not until August 7, 1953, that I felt that the Emergency 
Procurement Service could prudently act to suspend deliveries under 
the contracts in question without legal evidence in hand of contract 
violation. At that time I wrote a letter to Mr. Bamble stating that 
the Emergency Procurement Service wished to initiate action directed 
toward the cancellation of the General Services Administration’s long 
term contracts for Thailand wolframite and was prepared to do so, 
provided it was not inconsistent with the views of the Department 
of State. Request was made sor a firm written Saree of the 
State Department’s views in this matter. Although the State De 
partment reply was made by Mr. Bramble on August 12, 1955, firm 
instruction was sent to the Emergency Procurement Service office in 
Tokyo and the American Embassy, Bangkok, by the Emergen: vy Pro 
curement Service on August 10, 1953, suspending the contractors’ 
rights to deliver under the contracts in question until further notice. 

As a result of the suspension of August 10, 1953, the managing 
director of the Mae Lama mines came to Washington to discuss the 
matter of the suspension and related matters. He visited my office 
on September 23, 1953, and was told the Kmergency Procurement 
Service would not accept the 40 tons of wolfram Mae Lama had 
ship ped following advice from the Embassy, Bangkok, that ho ship 
ments would be authorized. He was also told by me that the sus 
pension would stand pending the result of appropriate investigation 
of reported Mae Lama Co. violation of the terms of the contract. 

On October 7, 1953, I was visited by Mr. Lowell Bradford, an 
attorney engaged by the Mae Lama Mining Co. The situation of 
his client with respect to the 40-ton shipment was discussed as was 
also the suspension of delivery under the contract. 

In checking the records in the Emergency Procurement Service, 
I have found that Mr. Perlman of the staff of your committee visited 
the Emergency Procurement Service beginning October 6, 1953, and 
that Mr. Sinclair, a staff member of the Senate Subcommittee on 
Minerals, Materials, and Fuels, of the Senate Committee on Inte 
rior and Insular Affairs, visited us beginning October 7. 1953. 1 
have ascertained that the complaint of Mr. Bradford, the attorney 
for the Mae Lama Mining Co., initiated the interest of both com 
mittee staffs in the Thailand wolframite contracts. It would appear 
that the Mae Lama Mining Co. of Bangkok, Thailand, mistakenly 
enough, was attempting to bring pressure to bear on the Emergency 
Procurement Service through your committee and Senator Malone's 
as respects the suspension of its right to deliver under its contract 
with the United States Government. 

In summary, I would like to state that my assignment to this 
matter began on May 29, 1953. The following pertinent actions were 
taken in date sequence : 
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(1) June 3, 1953.—EPS canceled authority to accelerate shipments 
under Mae Lama contract. 

(2) July 7, 1953.—As precautionary device, limited establishment 
of new credit to each shipment only. Previously, contractors received 
credit on basis of irrevocable letter of credit for a maximum contract 
tonnage for delivery in specified periods. 

(3) July 15, 1953.—Renewed instruction that quantities accepted 
should be within the productive capacity of the mines of respective 
contractors. 

(4) July 29, 1953.—Letter to Mr. Bramble, a copy of which is at- 
tached with security deletions. 

I would like to read that letter at this point. 

Mr. Brownson. If you will, please. 

Mr. Wiper. The letter is addressed to Mr. Harlan P. Bramble, 
Chief, Materials and Minerals Staff Office of the International Mate- 
rials Problems, Department of State, and dated July 22, 1953. 

“Reference is made to __-_-_____” and I have omitted here what I 
understood would be restricted information. I see that the commit- 
tee has read directly from 877, so the document of reference to which 
the deletions apply is 877 and any subsequent documents received at 
that date. The letter reads as follows: 


EXHIBIT 9 


SN Bes GO ices cece tctanhe bnstaenoies nie and to our related conversations on 
this matter of June 29, July 16 and 21, 1953, respectively. 
Since the 7 .. in question casts adverse reflections upon the operation 


of tungsten contracts which the Emergency Procurement Service has in force 
with certain Thailand producers but fails to present or identify any substantiat- 
ing evidence in support thereof, it is requested that the Department of State take 
such steps as may be required to ascertain the facts in these matters. 

If in fact the Department of State can satisfactorily develop substantiating 
evidence which will support any or all of the accusations contained in ____-__-_- 
this Service will take all possible steps to best protect the interest of the United 
States Government under these contracts including, possibly, the termination of 
the contracts because of violations thereof. 

In the interim please be advised that this office has requested the Emergency 
Procurement Service, Tokyo, to accept only such quantity of material as is from 
and within the current productive capacity of the mines identified in the con- 
tracts of the respective contractors, and as a precautionary device, pending the 
development of substantiating evidence in these matters, letters of credit issued 
will cover each shipment only, instead of being issued for maximum contract 
tonnages provided under the contract for delivery within specified periods. 

Very truly yours, 
(Signed) T. V. WiLpeEr, Director, 
Materials Research and Analysis Division. 

Mr. Brownson. I ask unanimous consent that the letter just read 
may be inserted as exhibit 9. Without objection it is so ordered. 

Mr. Brownson. To clear up the point of classification of the Em- 
bassy dispatch 877, the original of Embassy dispatch 877 remains 
classified. However, a version with the classified materials deleted 
has been supplied the committee. In our quotations from 877 we are 
quoting only from the declassified version, with certain particular 
elements expurgated. 

Mr. Witper. Yes, sir. 

Mr. Brownson. Now will you proceed, please. 

Mr. Wiper. Item 5: 


August 7, 1953: Letter to Mr. Bramble which, in summary, stated that the 
Emergency Procurement Service is prepared to initiate action directed toward 
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cancellation of the Thailana contracts upon advice from the Department of 
State that it is not inconsistent with the views of the Department. Requested 
a firm written expression of the Department’s views in the matter at an early 
date and stated that EPS proposes that no further authorization for acceptance 
of any lot of Thailand wolframite be granted until further notice. 


Item 6: 

August 1953: Following paraphrased instruction sent to EPS, Tokyo and the 
United States Embassy, Bangkok: Deny permission for any further shipments 
under tungsten contracts until further notice from Washington. 

Item 7: 


August 17, 1953: Meeting with State Department when it was agreed that 
State Department would investigate. 


Item 8: 


August 24, 1953: Letter of instruction to EPS, Tokyo to make investigation, 
since State Department had changed its mind since August 17 meeting. 


Item 9: 


September 6-26, 1958: Mr. Hoffnauer, Assistant Manager, EPS, Tokyo office, 
in Bangkok on investigation. 


Item 10: 
October 13, 1953: Mr. Hoffnauer arrived Washington. 


Item 11: 


9]2 


October 23, 1953: First documentation suitable for supporting suspension 
of deliveries supplied by State Department. Meeting held between Mr. Walsh 
and Mr. Bramble. Mr. Wilder on annual leave October 22 and 23, 1953. 


Item 12: 

October 26, 1953. 

I should indicate that October 26 is a Monday, I believe. 

I instructed that any payments due Thailand wolfram contractors be held up 
indefinitely. Documentation received from State Department October 23, 1953, 
transmitted by me to General Counsel's office, requesting prompt legal analysis 
of the material as to legal sufficiency for supporting a cancellation action against 
Thailand contractors. 


Item 13: 


November 24, 1953: EPS and General Counsel representatives met with Man- 
aging Director, Mae Lama Mining Co. and his lawyer, Mr. Lowell Bradford, in 
order that the contractor might be questioned—— 

The questions asked were as follows: 

(a) What were the Mae Lama mines at the time of their entering the con- 
tract and how any subsequent expansion took place? 

(b) Whether the Mae Lama people had any records or could answer with 
documentary evidence to charges and official records that material was shipped 
under the contract which was not from the production of the Mae Lama mines? 


Item 14: 


November 25, 1953: Letter to Mr. Bramble conveying copy of letter trans- 
mitted to Yip In Tsoi & Co., Ltd., stating firm intention of EPS that the sus- 
pension of the Thailand tungsten contracts should remain in force in all cases 
pending completion of investigations and development of the Goverment’s deci- 
sion with respect to the evidence for either cancellation or amendment and 
clarification of the contracts concerned. 

For the committee’s information I have developed a chronological 
outline by dates to which it may be necessary to refer in the answering 
of such questions as the committee may wish to ask. This record is 
a fairly complete chronological record of documents which I feel, 
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both from a person | and an official standpoint, should be a part of 
the committee’s records. Unfortunately, many of these records are 
still classified security documents by the State Department, and this 
is a public hearing. 

Since the committe is most desirous of ascertaining the facts and 
the truth in this ease and since the actions of the State Department 
as well as those of the General Services Administration are involved 
in this matter, T find it difficult for me to understand why the com- 
mittee is holding a public rather than closed hearing, when the docu- 
ments on which the Emergency Procurement Service has based its 
actions and pel formed under cannot be freely cliscussed and identi 
fied in public nor be made a part of the public record in its defense. 

I would appreciate the committee’s consideration of this situation 
before being asked to answer questions which T may not be able to 
answer truthfully without violating the security standards of the 
State Department and/or other United States Government agencies’ 
<PCULITY regulation I sincerely hope- and I mean this that the 
committee will not look upon this as any uncooperativeness on my 
part but as a pure statement of fact relating the position in which I 
find myself. If the committe does not wish to see, discuss, and iden- 


tify the actual d 


{ 


Of ments concerned in this case and does not wish 
to have the documents in the record on a case in which they will pass 
1 ioment, I will he pleased to answer any question which the com 
mittee raises insofar as I may do so without violating security 
standards. 

Mr. Brownson. The committee has always had one attitude, and 
that is, that insofar as possible the affairs of the taxpayers of the 
I nited States should be discussed as openly as possible with the 
general publ Cc present and with the press present, beeause the com 
mittee has always felt that it should lean over backward in an effort 
to present all the information available as a result of its investigations. 


The committee has alwavs been very willing to go into executive 


the committee to secure is of such a classified nature that it cannot 
be pres¢ nted ina public hearing. We have always tried to hold those 
executive sessions to a matter of a very few minutes at most, in order 
that we may open the matter up to the public again. 

The committee has, incidentally, and not with regard to this case 
at all, noted with some regret in the past the tendency of some of the 
executive agencies to overclassify information. In many cases this 
has resulted in the application of security standards to keep informa- 
tion from becoming public which has not appeared to the committee 
to be as much of a security problem as it has been a problem of classi- 
fying information in some agencies in order that some of the mistakes 
may be classified along with the security information. TI say that is 
not applicable to this particular case. 

In checking with the staff here I have found that the State Depart- 
ment has declassified for use in a public hearing, with very few expur- 
gations, practically all the documents that they have. Before we 
start questioning, I would like to have the staff check very briefly 
with vou as to the nature of the documents which still may remain 
classified. 

Mr. Wivper. I would like to provide the staff with an outline from 
which I am prepared to testify. 


session at any particular point where the information necessary for 
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Mr. Brownson. May I suggest we take a recess for 5 minutes, and 
ycu consult with Mr. Kennelly and Mr. Perlman, and I think we can 
develop that fully, because there may be some other declassifications 
of which you are not aware. 

Mr. Wivper. Surely. 

Mr. Brow NSON, The committee will recess for 5 minutes. 

(Thereupon a short recess was taken. ) 

Mr. Brownson. The subcommittee will resume its hearings, all the 
members having returned. I believe we have worked out a satisfac 
tory arrangement concerning security matters with Mr. Wilder. I can 
appreciate his concern, particular ly since the security classification is 
one imposed by another agency of the Government rather than his 
own. 

We will proceed to ask Mr. Wilder if he will paraphrase the cables 
and discuss their content without reference to them by specific num- 
ber, so that none of the State Department security precautions will 
be compromised. At certain other times, when areas of information 
appear to be such that can be discussed only in executive session, Mr. 
Wilder wilt note that fact and the committee will then decide at the 
conclusion of his testimony whether it desires to go into executive ses 
sion to get that particular information. 

l was very interested, Mr. Wilder, in your last paragraph on page 3 
about the visit of Mr. Bradford, the attorney for the Mae Lama Min 
ing Co., to the subcommittee staff and also to the staff of Senator 
Malone’s Subcommittee on Minerals, Materials, and Fuels of the 
Senate. I can assure you that this committee has no particular in- 
terest in promoting any of the interests of the Mae Lama Mining Co. 
However, upon the departure of several of the committee members 
for the Far East, the staff was directed to proceed further in develop- 
ing other activities of the United States Government in the Far East 
tying in with those particular observations which the committee made 
in Korea and Japan. This particular situation seemed to fit well into 
that category and to present an opportunity for the examination and 
discussion of another activity of the United States Government in 
that particular area. 

It is with that viewpoint we are approaching it, and not from 
any viewpoint of any particular interest in the case of the Mae Lama 
Mining Co. as such. 

Mr. Winper. Mr. Chairman? 

Mr. Brownson. Yes, Mr. Wilder. 

Mr. Witper. Before questioning starts I would like to go back and 
possibly correct any impression that the committee may have that the 
Emergency Procurement Service threw all caution to the winds cost- 
wise in procurement under the Mae Lama contract. 

Mr. Brownson. Yes, I wish you would develop that point. Of 
course the committee at the present time has no conclusion at all. 

Mr. Wiper. I think it needs clarification. 

Mr. Brownson. If you feel it needs clarification on the basis of the 
evidence that has been presented we would appreciate it. 

Mr. Meaper. Mr. Chairman, might I suggest that Mr. Wilder ought 
to clarify this accusation he has made against this committee first, 
implying we were trying to bring pressure upon the Procurement 
Service. 


Mr. Wixper. No, sir; I did not. 
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Mr. Mreaper. Why did you say that, Mr. W ilder? 

Mr. Wixner. I said “mistakenly enough,” sir. 

Mr. Brownson. He says the Mae Lama Co., mistakenly enough, 
was attempting to bring pressure to bear. 

Mr. Meapver. But through our committee. I wonder what basis 
you have for saying this committee could be used by some private 
concern to bring pressure on you. 

Mr. Witper. I am not saying that. 

Mr. Mrapver. Then your statement should be corrected, Mr. Wilder. 

Mr. Wiper. I would be glad to correct that statement so that it 
suits the committee in whatever form they desire. I was merely try- 
ing to communicate information to the committee. 

Mr. Meaper. You are making a rather unpleasant accusation against 
a committee of Congress which I do not like to see included in our 
record unless you have some proof of it. If you have some proof of 
it IT would like to know about it. 

Mr. Wiper. It is not an accusation, sir. It is merely I am sure 
they would not have come to you unless they wanted to explore the 
situation in some way. They have also used inferences to me that 
the United Nations in their own embassy was interested in this thing. 
All those things are pressure on anybody in an administrative posi- 
tion. 

Mr. Meaper. My impression, Mr. Chairman, is that any citizen has 
a right to come to a congressional committee regarding the public 
business, and that that is not to be regarded as pressure, if the com- 
mittee thinks it is something that ought to be gone into. I do not like 
to see our record contain any statement by an official of this Govern- 
ment accusing the committee of going into league with some private 
concern to bring pressure on the Government. I certainly think that 
is a legitimate impression from your statement in this record, and I 
think that ought to be corrected somehow. 

Mr. Brownson. I would suggest also that the conduct of this hear- 
ing will undoubtedly reveal in its entirety the fact that the committee 
certainly has no desire to pull any punches so far as inquiry into the 
operation of the Mae Lama Mining Co. is concerned. We do as a 
committee receive information from many sources. Most of the peo- 
ple who are valuable sources of information on any of these inquiries 
have some interest, or they would not be in the possession of informa- 
tion which would be useful to the committee. However, I do not 
think in every case their approach to the committee implies they are 
trying to pressure any of the executive agencies through the commit- 
tee. It seems to me we can rely on the judgment of the members of 
the committee not to agree to take up a matter in a public hearing 
where the committee is being used in any way as an instrument of 
pressure. For everything we take up in public hearing there are 
20 other things we pass by because we do not believe they are of 
sufficient interest to the taxpayers and sufficiently within the jurisdic- 
tion of the committee. 

Now, if the witness will proceed to clarify his point, please; and 
if he desires in any way to amend this statement in line with Mr. 
Meader’s inquiry, that is certainly the witness’ privilege. However, 
it is not going to be the purpose of the committee to put any words 
into the witness’ mouth. Any amendment he may wish to make will 
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emanate with him rather than from suggestions from the committee. 

Will you proceed, please ? 

Mr. Witper. Yes. I think that the committee got the impression 
with the Mae Lama contract that EPS was using their authority of 
preclusive buying and payment without regard to price in reference 
to that contract. I would like to read from some of the records to 
show that the Commissioner was using due prudence within his author- 
ity to exercise his contracts in this case. 

Mr. Brownson. May I just interpose one question at the start ? 

Mr. Wivper. Yes. 

Mr. Brownson. When we talk about the preclusive buying, rubber 
was the only commodity specifically mentioned in the directive, which 
was amplified to include other commodities in the critical stockpile 
from the countries listed in the Far East. Were other items concerned 
in your preclusive buying program, besides rubber and tungsten, in 
the Far East? 

Mr. Witper. There may have been others. Tungsten was one of 
the prominent ones, because tungsten was one of the things the Gov- 
ernment was in dire need of. Withdrawals were being made from 
the stockpile. 

Mr. Brownson. Were there other items in the Far East at this time 
to which you felt that the directive authorizing preclusive buying 
applied besides rubber and tungsten ? 

Mr. Wivprer. There may have been others. I am not in a position 
to answer that. I would like to stick to tungsten if I may. 

Mr. Brownson. Who would be in a position to answer that? 


FURTHER TESTIMONY OF ALOYSIUS JAMES WALSH, COMMIS- 
SIONER, EMERGENCY PROCUREMENT SERVICE, GENERAL SERV- 
ICES ADMINISTRATION 


Mr. Watsu. I can answer that. 

Mr. Brownson. Could you answer that for us, please ? 

Mr. Watusu. Yes. There was no preclusive buying of any com- 
modity. Here the Government was the exclusive buyer of rubber. 
While they were not the exclusive buyer of tungsten it worked out at 
almost that. There was very litle tungsten bought by industry. 

Mr. Brownson. As I understood the word “preclusive” it was not 
a matter of being a preclusive buyer so far as other United States 
interests were concerned. It authorized this extreme action in order 
that the United States might put her finger on the major supplies of 
critical materials in the Far East before somebody else in the Far 
East got hold of them to go to other countries. 

Mr. Waxsu. To that extent it was preclusive; yes, sir. 

Mr. Brownson. That is my understanding of the definition of the 
word “preclusive” in the context used in the directive issued by the 
Munitions Board to you. Is that your understanding of the order? 

Mr. Warsu. To that extent it was preclusive; yes, sir. 

Mr. Brownson. Considering that as the definition of “preclusive,” 
were there other materials besides tungsten and rubber which were 
bought in the Far East at this time and as a result of this Munitions 
Board directive on a preclusive basis ? 
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Mr. Wausu. Tin was bought by the Reconstruction Finance Cor- 
poration in the Far East, but not by the Emergency Procurement 
Service. We were the recipients of the tin but there they were doing 
the buying. 

Mr. Brownson. The tungsten and rubber were the only two items 
vou were buying in the Far East at this time on the preclusive basis, 
based on the directive of the Munitions Board / 

Mr. Wausu. That is correct. 

Mr. Brownson. Thank you. Will you proceed, please? 


FURTHER TESTIMONY OF TOM V. WILDER, DIRECTOR, MATERIALS 
RESEARCH AND ANALYSIS DIVISION, EMERGENCY PROCURE- 
MENT SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Witper. The opportunity to buy tungsten in Thailand was 
called to the attention of the KE mera hey Procurement Service in De- 
cember 1950, in a cable from the State Department, Bangkok. This 
document is stamped “confidential.” It would like advice as to 
whether I can—it merely indicates that there is a buyer who is inter- 
ested in a Government contract and suggests the possibility of au- 
thorizing the RFC agent, Bangkok, to purchase available wolfram 
as part of the normal tin ore purchasing program. 

Mr. Brownson. Was this a radiogram or a letter, in its original 
form ? 

Mr. Wipt R. This marked “D¢ ma Telegraph branch. 

Mr. Brownson. I ask unanimous consent that this communica- 
tion be included in the record at this point if it is sufficiently declassi- 
fied by the Department of State; and, if so included, that it be indi- 
cated as exhibit 10. 

(The document marked “Exhibit 10.” is as follows:) 


cre 
t 
t 


ExH1Bit 10 
PARAPTIRASED VERSION 


The operator of the largest wolfram mine in Thailand desires to market mine’s 
full year output to any buyer. Production for 1951 is estimated at 325 tons. We 
have been informed by citizen of United States that operator of this mine offered 
the mine’s 1951 production to him. Please advise at early date whether Govern- 
ment is interested in securing the output of this mine. If United States Govern- 
ment interested because of increasing need for strategic materials, suggest pos- 
sibility that RFC purchasing agent here be authorized to purchase available 
tungsten in conjunction with normal program for the purchase of tin ore. 

Mr. Brownson. What was the date of that? 

Mr. Witper. The date of this communication is early December 
1950. 

Mr. Brownson. Thank you. 

Mr. Wiper. Our reply sent the next day indicated that the United 
States wished to purchase wolfram and would pursue details through 
RFC agents as suggested. That, too, is classified. 

Mr. Brownson. You are paraphrasing these so as not to compromise 
the State Department information ? 

Mr. Witper. I am hopeful that that is the case. 

Mr. Brownson. I ask unanimous consent that your reply may be in- 
cluded in the record subject to declassification by the Department of 
State, and will be indicated as exhibit 11 if so included. 
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ExHIsitT 11 


PARAPHRASED VERSION 


Government interested in purchasing Thailand tungsten ore. In accord with 
your suggestion Government plans to follow through on details at early date with 
agent of RFC. 

Mr. Witper. What I am trying to point out is that the negotiation 
of this started in December and was not a hasty transaction. It 
started in December and was not completed until February. 

In January 1951 a communication from Bangkok which was relayed 
to EPS indicated that private buyers were pressing hard for sale and 
that the company in question would be willing to delay talks with 
commercial buyers until January 26 awaiting United States Govern- 
ment move, 

Mr. Brownson. That was after the contract had been signed with 
Mae Lama‘ 

Mr. Wiper. The situation was that Mr. Putnam, with the RFC, 
came to Washington and a contract form was worked out with Mr. 
Putnam, and I believe he was given certain instructions with which 
he could operate within that form, and Mr. Walsh signed it so that 
he was free to negotiate in Bangkok without referring back for the 
signature of Mr. Walsh, so that Mr. Putnam upon his return to Bang- 
kok would be free to act exc ept where he might modify the contract 
in question in connection with the negotiation with Mae Lama. 

Mr. Brownson. This pressure you talked about from other buyers 
came after the date he had signed the contract ¢ 

Mr. Wi.der. The contract had not been negotiated nor had it been 
signed in the sense that the contractor had signed it, nor had the con- 
tractor even seen it. ‘This was worked out with Mr. Putnam so that 
he would have greater freedom and would not have to refer back to 
Washington, 

Mr. Brownson. What was the significance of the date of January 
19, 1951, which was the date given ‘by Mr. Walsh as the date of the 
contract? Was that date meaningless ¢ Can you explain why that 
date of January 19 was used on the contract if it did not represent the 
signing date by Mae Lama? 

Mr. Wixper. That was the date of signing by Mr. Walsh, I presume. 

Mr. Brownson. He signed a blank contract in Washington on that 
date ¢ 

Mr. Witwer. With certain instructions. Mr. Putnam would only 
have to refer back to Washington when it was not in accordance with 
the instructions given to Mr, Putnam. 

Mr. Brownson. It would seem to me that the date of a contract based 
on the date on which a blank form was signed in Washington before 
being submitted to the other party would be questionable. 

Mr. Wixper. Mr. Putnam was acting as Mr. Walsh’s agent in this 
matter. 

Mr. Brownson. A contract is a two-way street When did the Mae 
Lama people actually sign that contract? 

Mr. Wiper. Can | read one additional document to clear up the 
point ¢ 

Mr. Brownson. Yes. 

Mr. Wivper. I have another cable dated —— 
45437—b4——_5 
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Mr Brownson. The State Department asks that you do not give the 
date. If you will just indicate you have a cable in February prior to 
such and such a date or after such and such a date. 

Mr. Witper. This is very close to the 1st of March. 

Mr. Brownson. All right. 

Mr. Witwer. And I am wondering if I could read this pretty much 
as it is, because I do not think it reveals anything of a security nature: 











Contract signed per original 

Mr Brownson. Paraphrase it. The whole point is that if you ever 
get the context of the cable where you can compare it with the coded 
version, then every other part of that cable that is coded is com- 
promised. Paraphrase it so that the actual words in the sequence in 
which they appear are not given in context. 

Mr. Witper. Let us say that the original of what went from Mr. 
Walsh to Bangkok was signed as amended by certain other cables 
except the price and so on. That indicates the date when it was 
actually signed. 

Mr. Brownson. The contract was actually signed, then, late in 
February and become a contract, as we consider such, when both 
parties were in agreement ¢ 

Mr. Wizper. That is correct. So there was quite an interval of time 
in which this contract was under negotiation, and it was not a one shot 
deal. 

Mr. Brownson. Actually, what was signed here in Washington 
was more or less a proposition that was te aken over there and amended, 
and the contract itself was signed late in February ? 

Mr. Wiper. That is correct. 

Mr. Brownson. I wonder, in view of the shortness of time, whether 
it is necessary in order to present your case to go through these things 
on a day-to-day basis, or whether you could present some conclusions 
which maybe we can accept ? 

Mr. Wivprer. Yes. I would like to refer to a document of May 11, 
if I may. 

Mr. Brownson. All right. 

Mr. Wiper. Section f, the last paragraph on the page, indicates 
the conclusions of the writer as to the situation under which EPS 
was procuring tungsten in Thailand. 

Mr. Brownson. This is in the last paragraph, you say ¢ 

Mr. Wiper. The last paragraph of section f. I do not have the 
pages numbered. 

On the top of the succeeding page—— 

Mr. Brownson. Do you care to bring that section up here so that 
we can all be looking at approximately the same thing ? 

Mr. Wivper. I will be glad to. 

Mr. Brownson. I think the best thing to do is to excuse the witness 
at this time and let him work with the staff a little bit and see if we 
can get these documents so that we will not compromise any State 
Department code in any way. It is a difficult situation to be faced 
with this paraphrasing and try to get out of it the same paragraph 
as we have in the original highly classified version. So if it meets 
with the approval of the committee I would suggest Mr. Wilder be 
excused at this point to clarify the matter with the staff, and that we 
proceed with Mr. Mooney’s testimony at this point and then put Mr. 
Wilder back on the stand. Does that meet with your approval? 
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Mr. Witper. As long as this is introduced. 

Mr. Brownson. We will be happy to introduce it, but I think 
you could work out your communications on the ao of the ditto 
paraphrasing that has been cleared, that will give us a record that will 
have more continuity. 

Mr. Wixper. Mr. Chairman, the deletions which are mentioned, 
this refers to the deletions and is in addition to the deletions, which 
is important to my position in this case. Sed. us 

Mr. Brownson. Can you make your point on that position in such 
a way that we do not compromise the State Department information / 
The fact it is deleted indicates that the State Department feels it h: ‘Ss 
security value. I think possibly the best thing to do with Mr. Wilder's 
testimony will be to go into exec utive session either sometime tomo! 
row or early Wednesday morning. 

Mr. Wiwber. I would certainly appreciate that. 

Mr. Brownson. We will be glad to do that. The staff will notify 
you of the progress we are mi king and when we can get together in 
executive session. 

Mr. Wixper. Thank you very much. I appreciate your considera- 
tion. 

Mr. Brownson. We are very interested in getting your information. 

Mr. Witper. Thank you. I realize your problem, and of course 
I had a problem when I came in. 

Mr. Brownson. We will proceed with Mr. Moone »y. 

I would also like to ask the court reporters if they will keep these 
records on a security basis until they have been cleared by the State 
Department for any possible compromises. 

Mr. Mooney, you will be sworn, please. 

(Leonard W. Mooney was duly sworn as a witness by Mr. 
Brownson. ) 


TESTIMONY OF LEONARD W. MOONEY, PURCHASING OFFICER, 
EMERGENCY PROCUREMENT SERVICE, GENERAL SERVICES 
ADMINISTRATION 


Mr. Brownson. Give your name, present position, and a brief sum- 
mary of your duties for the record. 

Mr. Moonry. My name is Leonard W. Mooney. Iam a purchasing 
officer for the Emergency Procurement Service. 

The duties include the hi andling of negotiations for the purchase 
and sometimes the sale of, among other things, tungsten ores and 
concentrates. The policy is laid down by the authorities, by the 
superiors. The negotiations are handled in accordance with the in- 
structions and policy. The awards, such as contract awards, which 
are negotiated by myself, are subject to approval of the higher author 
ity w ithin the Eme rgency Procurement Service. 

Records are also maintained with respect to some of the problems 
that the contractor may have—he may require some adjustments in 
the contract. The duties include the handling of correspondence 
either prior to negotiations or after. They also include the handling 
of communications—letters, cables, and so on—from other people 
who have material to sell the Government in the category which I 
handle. 
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Mr. Brownson. Will you give us some of the high points of your 
background and professional progress over a pe riod of years for the 
rec ord ? ¢ 

Mr. Mooney. Well, my first business background was with the 
B. & O. Railroad, through various positions in the mechanical di- 
vision, car department, locomotive division, and foreman of the repair 
shop for the railroad. 

From that I went with the Temporary Relief Administration of 
the State of New York. I went into the purchasing office there, and 
after I believe 2 years I was designated as assistant purchasing agent 
for that area. 

i went from there to the county of Monroe, State of New York, as 
assistant purchasing agent for the county. 

Then I went with the Dalomite Marine Corp. as purchasing agent. 

I returned to the B. & O. Railroad for a very short period, and at 
that time I received an offer of appointment from a civil service roster 
as assistant purchasing agent with the Government. That was at 
that time the Procurement Division of the Treasury Department. I 
accepted that and of course came to Washington, I believe in January 
1942. 

I was with that office about 1 year and the War Manpower Com- 
mission had me transferred to the Transportation Corps of the Army 
as a railroad equipment specialist. I stayed with the Transportation 
Corps until December 1947 and returned to the Bureau of Federal 
Supply in January of 1948. I have been with that Bureau and the 
successor, Which is the Emergency Procurement Service, since Janu- 
ary of 1948. 

Mr. Brownson. Do you have a prepared statement, or do you wish 
the committee to ask questions ? 

Mr. Mooney. No, sir, I do not. 

Mr. Brownson. You do not have a prepared statement ? 

Mr. Mooney. No, sir. 

Mr. Brownson. Can you enumerate the total deliveries under EPS 
contracts in terms of tonnage and cost to the United States? 

Mr. Mooney. Under specific contracts? 

Mr. Brownson. Yes, under specific contracts. There were con- 
tracts with four companies, I believe. 

Mr. Moonry. I can give some information on specific dates as to 
the quantity required under the contract and the actual deliveries. 

For instance, on the Mae Lama contract as of June 30, 1953, the con- 
tract as amended required 500 tons to be delivered. At that time actual 
deliveries were 668 tons. 

Under the Pradit contract the contract was reduced from, I believe, 
45 tons to 29 tons, which were actually delivered. 

Under the Yip In Tsoi contract as of July 30, 1953, 150 tons were due 
under the contract, actual deliveries were 276. 

Under the U-Tong Thai contract. as of July 18, 1953, 130 tons were 
due. 167 tons delivered. 
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Mr. Brownson. Just to clarify the record, when you speak of tons 
you are speaking of long tons ? 

Mr. Moonsy. That is right. 

Mr. Brownson. And you are speaking not of the raw wolfram—— 

Mr. Mooney. This is tons of aggregate weight, sir. 

Mr. Brownson. Tons of aggregate weight. 

I have here a memorandum from EPS dated November 12, 1953, 
which gives purchases of Thailand tungsten, the invoice cost, and total 
cost, which is restricted as security information. I would like to ask 
that such elements of that document as may be released upon consulta- 
tion of the staff with EPS be included in the record at this point and 
be designated as exhibit 12. 


EXHIBIT 12 
Purchases of Thailand tungsten 


GS-OOP-(D)-1222iI— PRADIT TRADE & INDUSTRY CO., LTD 


short- . 
Date taken into inventory a oa | Invoice cost Duty Total cost 


re ia Da intial isi anita i = = = > 


Sept. 19, 1952_. | 1} 2,342.7206 $135, 947. 86 $18, 577.77 $154, 525. 63 


GS-OOP-(D)-12222—YIP IN TSOI & CO., LTD. 








Pg ee ree 1 981. 0709 $56, 937. 15 7, 779. 90 | 
Aug. 19, 1952. 2 | 990. 2465 57, 469. 67 7, 852. 65 
Aug. 29, 1952 2 859. 6467 | 55, 877. 04 | 6, 817. 00 
Do 4 880. 4169 57, 227.10 6, 981. 71 | 
Do.. ‘“ } 5 | 871. 1040 | 56, 621. 71 | 6, 907. 85 
Sept. 17, 1952_. 6 | 986. 3840 58, 160. 48 | 7, 822. 02 | 
Oct. 15, 1952 7 | 1, 004. 6304 | 52, 598. 46 | 7, 966. 73 | 
Oct. 14, 1952 & 993. 9853 51, 942. 06 | 7, 882. 30 
Nov. 30, 1952_. | 9 | 963. 7826 | 55, 933. 80 7, 642. 79 
Do } 10} 985. 2856 | 57, 182. 26 | 7, 813. 33 
Jan. 30, 1953 St 972.9863 | 56, 463. 95 | 7, 715. 78 
Jan. 9, 1953. } 12 | 1, 304. 4272 | 57, 109. 34 10, 344. 11 
Jan. 19, 1953 } 13] 981. 6441 | 56, 970. 33 7, 784. 44 
Feb. 26, 1953 | 14 1, 007. 8701 58, 492. 46 7,992. 41 
Mar. 18, 1953 5 | 996. 0447 55, 898. 86 | 7, 898. 63 
Apr. 28, 1953 16 996. 7725 57, 849. 97 7, 904. 41 
Apr. 30, 1953 17 984. 6919 57, 148. 45 7, 808. 61 
May 381, 1953... -- } 18} 985. 0050 | 51, 449. 58 7,811. 09 
June 30, 1953 . 19} 1,972.4448 114, 470. 20 15, 641. 49 
June 25, 1953 . 20 996. 2400 57, 818. 28 7,900.18 
June 30, 1953 . 21 971. 4600 56, 379. 05 7, 703. 68 
Aug. 21, 1953 22 1,011. 2181 51, 000. 00 8, 018. 96 
Total | 22,697. 3576 | 1, 291, 000. 20 179, 990. 07 1, 470, 990. 27 


GS-OOP-(D)-12252—U. TONG THAI CO 












July 24, 1952 1 383.8867 | $44, 462.63 $49, 875. 85 
July 29, 1952 2 4555 25, 516. 68 
Aug. 25, 1952 3 3}. 1301 f 61, 747. 11 
Oct. 14, 1952- 4 Bf 49, 584. 05 56, 360. 63 
Jan. 9, 1953 5, 88, 070. 09 ©. 103. 99 
Feb. 13, 1953 } 6 68, 710.70 | 8, 033. 17 
Mar. 31, 1953_. 7 76, 366. 03 82, 961. 30 
Apr. 27, 1953 S 92, 984. 14 105, 649. 55 
May 31, 1953 y 90, 457. 92 102, $17. 39 
June 18, 1953 ___. 10 92, 429. 27 158. 10 
Aug. 21, 1953 ll 114, 436, 07 128, 440. 44 





Total 12, 864. 0794 794, 552.05 102, 012. 16 896, 564. 21 
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GS-OOP—474(SCM) MAE LAMA MINING CO, 





a al aaa Lot Long-ton Invoice 
Yate received in inventory No units cost ! 

May 19. 1951 1 731.93 $47, 546. 49 
Aug. 25. 1951 2and 3 1, 534. 52 99, 746. 40 
Oct. 29, 1951 4 800. 49 52, 047. 45 
Nov. 25, 1951 5 756. 48 49, 182. 25 
Nov. 30, 1951 6 1, 407. 92 91, 515. 04 
Jan. 7, 1952 7 727.01 47, 255. 56 
Feb. 10, 1952 : S 684. 98 44, 523. 86 
Mar. 14, 1952 4 690. 40 44, 876. 00 
Do 10 766. 47 49, 820. 58 
June 2, 1952 ll 1, 461. 64 95, 015. 42 
June 30, 1952 12 864. 67 56, 204. 15 
Sept. 30, 1952 13 587. 29 38, 173. 59 
Sept. 9, 1952 14 829.87 53, 941. 55 
Sept. 30, 1952 15 930. 76 60, 499. 47 
Oct. 31, 1952 16 1, 434. 50 93, 242. 64 
D 17 699. 73 45, 482. 52 
D 18 723. 48 47, 026. 14 
Nov. 29 J52 19 1, 061. 56 68, 209. 64 
Nov. 14, 1952 20 679. 38 44, 160. 33 
Ni 9” 1952 21 694. 50 45, 397. 30 
m 22 783. 73 50, 961. 62 
70 23 750. 69 48, 780. 42 
Dec. 17, 1952 24 688, 52 44, 753. 48 
De 30, 1952 25 2, 846. 34 185, 012. 10 
D 2¢ 827. 52 53, 788. 80 
Feb. 19, 1953 27 1, 486, 87 96, 646. 55 
Dec. 30, 1952 28 710. 99 46, 214. 35 
Feb. 28. 1953 29 1, 412. 61 91, 819. 65 
D 30 1, 397. 78 90, 855. 70 
Do 31 702. 84 45, 684. 60 
Do 32 1, 668. 59 108, 458. 35 
Mar. 17, 1953 33 1, 434. 63 93, 250, 95 
1 34 1, 196. 86 77, 795. 90 
Do 3 927.15 60, 264. 75 
Apr. 2, 1953 36 1, 422. 24 92, 445. 60 
Do 37 1, 427. 72 92, 801. 80 
Do 38 789. 67 51, 328. 55 
Apr. 18, 1953 39 791. 69 51, 459. 85 
May 31, 1953 40) 729. 47 47,415. 55 
May 1 1953 $1 1, 382. 02 1 89, 831. 30 
April 19453 42 957. 77 5. 25 
April 3 953 43 711. 94 5. 7! 
April 30, 1953 44 779. 18 i ». 96 
May 31, 1953 45 1, 191. 87 77, 471. 55 
May 31, 1953 if 1, 806. 00 117, 390. 00 
May 31, 1953 247 765, 23 39, 794. 56 
July 13, 1953 18 1, 078. 59 56, 090. 32 
July 13, 1953 249 930. 43 48, 383. 40 
July 1953 50 1, 936. 31 100, 693. 84 
Potal 1, 602. 83 3, 292, 437. 91 

No duty paid since this is a stockpile contract 

? Amounts and costs are provisional for these lots. Final payment has not yet been made 


Mr. Brownson. Can you describe the status of deliveries under the 
Mae Lama and Yip In Tsoi contracts 1 year after the contracts? In 
other words, were they up to date or behind schedule? 

Mr. Moonry. Mae Lama, as of October 30, 1951, under the contract 
60 tons were due and 42 tons delivered. 

As of April 30, 1952, 120 tons were scheduled and 111 tons delivered. 

As of October 30, 1952, 180 tons were due, 176 tons delivered. 

As of December 31, 1952, 200 tons were scheduled, 334 tons delivered. 

As of March 31, 1953, 350 tons were due, 489 tons delivered. 

As of June 30, 1953, 500 tons were due, 668 tons delivered. 

Those were accumulative figures. 

Mr. Brownson. What about Yip In Tsoi? 

Mr. Moonry. As of October 31, 1952, 60 tons were due, 120 tons 
delivered. 

As of June 30, 1953, 140 tons were due, 264 tons delivered. 

As of July 30, 1953, 150 tons were due, 276 tons delivered. 
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Mr. Brownson. I notice that in these contracts they started up a 
little behind time and caught up. What steps were taken by the 
Washington office to increase deliveries under the contracts with Mae 
Lama and Yi ip In Tsoi # 

Mr. Mooney. I do not know of any time Yip In Tsoi were behind. 
Most of these contracts were not behind with the exception of possibly 
Mae Lama, because when .a shipment is made it may vary 4 or 5 
tons, and we did not regard they were behind with that slight varia- 
tion. None of the contracts were actually behind except Mae Lama, 
and when we noticed there was a delay in deliveries we did request 
information, by either letter or cable, as to what steps were being taken 
to improve deliveries. 

Mr. Brownson. The records you have indicate that under the con- 
tracts with Mae Lama and Yip In Tsoi they had delivered no less 
than the amount scheduled by the end of the year? 

Mr. Mooney. Some contracts required a quarterly schedule, some 
6 months, and some were on a yearly basis. If a man had a yearly 
quantity to deliver he would not be in default until after the year h: ad 
expired. 

Mr. Brownson. Did Emergency Procurement Service receive any 
information in connection with allegations of irregularities concern- 
ing the Thailand tungsten contracts prior to the ‘Embassy dispatch 
that has been mentioned ¢ 

Mr. Moonry. I personally receive many telephone calls from dealers 
in New York who pass on stories that their agents report to them 
from overseas. Those people passing on information to me are 
extremely reluctant to give me any details as to who said what because 
of possible action that may be t: aken against them by the foreign sup 
pliers. It might put them out of business. Many of these people have 
possibly felt they were imposed upon by some of these suppliers where 
they had promised to deliver them material and then delivered it to 
somebody else, and they have been afraid if they make a complaint 
they will have difficulty in obtaining additional material. 

Any of the information which was passed on to me was passed on 
with the understanding that it would be strictly confidential and 
would not go back overseas. That does not pertain only to Thailand. 

Mr. Brownson. That does not mean you cannot take action on the 
basis of the information you receive / 

Mr. Mooney. There was not too much action that could be taken 
on a telephone call or some rumors, because when prices were going 
up and coming down the rumors were pretty free in the wolfram 
market. Many people were getting into the wolfram business that 
had not been in it before. 

Mr. Brownson. I am interested in the series of letters that went 
out during the months of June and July 1952. 

On June 13, 1952, Commissioner Walsh wrote to Mr. Hamilton 
Morton that 111 tons of tungsten concentrates had been delivered 
from Mae Lama to that date, whereas the schedule called for the 
delivery of 130 long tons; that judging from comments of EPS’s 
representatives in Bangkok, it seemed unlikely that the shipments 
could be made as required to keep up with the schedule, so the con- 
tract should be amended to conform with a realistic delivery schedule. 

Mr. Morton wrote Commissioner Walsh on July 21 that the subject 
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of an amended contract was taken up by Mr. Snell and Mae Lama 
had asked for a few days within which to submit a letter reciting the 
facts. 

There is no record of whether Mae Lama wrote such a letter. So 
there must have been difficulty on the part of Mae Lama at that 
time. 

Mr. Mooney. A little background on that shows when Mr. Snell 
arrived in Bangkok and had a chance to go over the contracts, he did 
advise that the Mae Lama contract appeared to cover quantities pos- 
sibly in excess of Mae Lama’s ability to produce. Asa result of that, 
I believe Mr. Walsh’s letter went back to Mr. Morton and asked that 
they check the Mae Lama facilities, and if they believed that Mae 
Lama could not deliver its obligated quantity under the contract, the 
contract should be amended. 

Mr. Brownson. Was that the letter of September 9 or was that the 
letter of July 21? 

Mr. Mooney. I am leading up to that. On June 13 is when he 
asked Mr. Morton to have Mr. Snell try to arrive at a realistic 
delivery schedule. Mr. Morton’s letter of July 21 advised that Mr. 
Snell had discussed it with Mae Lama, but Mae Lama wanted a short 
time to get their ducks in a row. 

I am trying to find a date here where Mr. Morton actually trans- 
mitted a copy of a letter from Mae Lama to either Mr. Snell or Mr. 
Morton, a 3- or 4-page letter, which gave a sad story of their record 
in producing. 

Mr. Brownson. That, I believe, was in January 1953. Apparently 
they took quite some time to get their ducks in a row. 

Mr. Mooney. That is right. 

Mr. Brownson. On September 9, 1952, Mr. Walsh again wrote to 
Mr. Morton that he had received information that Mae Lama had 
shut down and that the contractor, acting as a dealer, had been buying 
from other producers and delivering under the contract. The price 
was higher and that this was having an unfavorable effect on the 
market. Morton was requested to determine if the information was 
correct, and if so to take up with Snell the matter of a reduction in 
price or to get only deliveries from Mae Lama. Is that true? 

Mr. Mooney. Substantially, yes. 

Mr. Brownson. But Mae Lama did not get in their information as 
to why their production was slowing down and outlining their diffi- 
culties at any time, to your knowledge, during the fall of 1952? 

Mr. Mooney. Not that I know of. I would like to add something. 
The letter to which you referred as having been written about a 
possible close down of Mae Lama mines was again based on a tele- 
phone call—I do not remember who called—but they would not tell me 
where they obtained the information, and by checking some of the 
analysis certificates there is a possibility that some of the aa 
that had been delivered had been produced at different mines. I did 
not know at the time that Mae Lama operated different mines, which 
may account for the variables in the analyses. The letter to which I 
just referred was replied to. 

Mr. Brownson. But the Mae Lama people did not get in their 
report on the difficulties until after the first of the year 1953, 

Did you get a letter dated June 13, 1952, concerning the Pradit 
Trade & Industry Co. ? 
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Mr. Mooney. I received one letter. I do not remember the date. 

Mr. Brownson. The letter to which I have reference is a letter 
under a letterhead labeled 100 Park Avenue, suite 2035, New York 17, 
N. Y. It is addressed to Mr. Leonard Mooney, United States Muni- 
tions Board, General Services Administration, Emergency Procure- 
ment Service, Washington, D. C.: 

Dear Len: I refer to my telephone conversation with you today when I men- 
tioned that we had received from one of our Bangkok friends the following 
cable: 

“Please register our sharpest protest with ECA concerning recent purchase 
by Mr. Snell 45 tons 65 long f. o. b. from a certain Mai Pradit who is neither 
producer nor holds license to trade ore his credit good until end July and having 
no goods is running around entire market trying interest our shippers supply 
for him unfavorable rumors concerning ECA purchase this lot circulating in 
market advise whether cancellation possible as purchase contrary to estab- 
lished ECA purchase policy and upsetting market for weeks to come stop” 

I’m of course, in no position to comment on this situation, but I nevertheless 
thought you would be interested in learning about the above cable. Please, 
however, regard the information as confidential as far as we are concerned. 

With kindest regards. 

(Signed) ———— - — 
You did get that letter ? 

Mr. Moonry. Yes, sir. That was the result of a telephone call, and 
I asked for a copy of the letter and I was told they did not think they 
would let me have it, but it did come in the mail anyhow with the 
admonition to keep it confidential. 

That letter, incidentally, deals with spot delivery. It is not a long- 
time contract. It is our policy y to require under long-time contracts 
delivery from the contractor’s own production, from his own mines, 
or leased mines. On spot deliveries we do not go into that. 

These firms are usually reputable firms and their offers are based on 
so much material at such a price for acceptance within a limited time. 
If the price is attractive we would accept the offer within the time 
limit set. by the supplier. 

First, the man as a dealer, would naturally have to go out and buy 
the material from the market; he would have no stock, because he does 
not produce it, and the fact that he actually went out and tried to 
obtain the material, I do not think is important. However, if it had 
a direct influence on the price, it may be. 

Mr. Brownson. This contract, signed with the Pradit Co., was 
signed just about a month after you got this letter from your New 
York contractor. That contract specified the quantity of tungsten 
concentrate to be delivered shall be approximately 45 long tons con- 
taining 2,925 long-ton units of concentrate ores, all from the produc- 
tion mines located in the main district of Northern Thailand, for the 
period April 15, 1952, to June 30, 1952. In that case, why would you 
specify that the tungsten had to come from that area? 

Mr. Mooney. Mr. C hairman, that contract was not written in our 
office ; it was written in Bangkok. We knew nothing about that por- 
tion of the contract until after it was received. And asa preliminary 
to that contract, may I say that the first information regarding the 
Pradit offer was on the 5th of March 1952, making the offer for ac- 
ceptance by March 10, 1952. 

Mr. Brownson. This is the contract to which this letter refers, is 
it? 
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Mr. Moonry. Undoubtedly ; it is the only contract we had with the 
supplier. 

Mr. Wausu. Yes. 

Mr. Brownson. That being the case, as you have said in your testi- 
mony, on short-term contracts, it was the policy, where it came from 
your offer at Bangkok, to say where the tungsten was to be shipped 
from. 

Mr. Mooney. That is quite possibly true. 

Mr. Brownson. Did you contact anybody else after you got this 
letter of June 30, 1952? 

Mr. Moonry. From the record in the files, it would indicate that 
I did. It is our usual procedure, when this sort of communication 
is received by me, for us to discuss it, for me to discuss it with my 
superior. If they decide nothing is to be done about it, or decide no 
further action is required, there is no action taken. 

Mr. Brownson. Who was your superior at that time? 

Mr. Mooney. In this particular case it was Captain Maull. 

Mr. Brownson. Captain Maull. 

Mr. Mooney. Yes. 

Mr. Brownson. Do you recall whether you discussed it with him 
at the time? 

Mr. Mooney. No, I donot. The files will indicate there was a trans- 
mittal slip on it. Many of these slips, many of these communications, 
are taken personally to the captain, and discussed with him, and there 
is no writing or any record. Many times communications are sent into 
him through the regular mail, and he may discuss the communication 
and call me in for discussion, and therefore I would know his de- 
cision, and there would be no record on it. The fact that the letter 
does, for some reason, still have a transmittal slip is significant to me 
that it was actually discussed, and it came back to me. Otherwise the 
transmittal slip would have been destroyed and taken off. 

Mr. Brownson. As I understand, Captain Maull did have some 
information from our investigators. 

Do you have the date of the execution of the Pradit Trade and In- 
dustry contract, with the United States / 

Mr. Mooney. Yes, I do. 

Mr. Brownson. Will you give us that date, please ? 

Mr. Moonry. May I revert back to some negotiations on the very 
same contract, for your enlightenment ? 

Mr. Brownson. Yes, indeed. As I said, the first information we had 
regarding the offer was on March 5, 1952. March 11, 1952, we author- 
ized the Bangkok office to accept that offer. If they had accepted on 
that date, or soon after, it may have become a firm commitment on 
the part of the Government. On what date did the contractor and the 
Pradit Trade and Industry Co. accept the contract ¢ 

Mr. Mooney. That is the date I just named, the date the contractor 
signed ; the Government signed it on July 18, 1952. 

Mr. Brownson. And what was the date you have that the contractor 
signed it? 

Mr. Mooney. June 16, 1952. 

Mr. Brownson. June 16, 1952. 
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Mr. Mooney. Yes. The contract provides for the material to be 
delivered from production between April 15 and June 30, 1952 

Mr. Brownson. And that contract was amended, also / 

Mr. Moonry. Amendment 1, among other things, changed the 
delivery schedule to complete purchase by August 31, 1952 

Mr. Brownson. And that amendment was signed? When? 

Mr. Mooney. I do not have that record here. 

Mr. Brownson. I have the date the amendment was signed, the 26th 
day of August by the contractor and also by Hamilton Morton, con- 
tracting officer. 

The record we have here further shows the delivery was made on 
August 28, 2 days after the signing of the amended contract. 

Mr. Mooney. I cannot say. That may be true. ‘The contract may 
call for delivery f. 0. b. vessels at the foreign port; I cannot say; I do 
not have the contract, nor the record. 

Mr. Brownson. In other words, this amendment No. 1 in the con- 
tract indicates that no deliveries were made on the original contract. 
The amendment was signed by both parties in the original contract 
in August, which was a period of about 60 days after ‘the receipt of 
this letter of June 13? 

Mr. Mooney. It would appear, sir, that there was a delay in the 
contract form being received in Bangkok. It seems to appear that 
the month’s delay was in the mail. We have a letter from Mr. Morton 
citing the unusually poor mail service between Tokyo and Bangkok. 
And it may be a guess, purely a guess, that during ‘that month, that 
the contractor had material there for somebody else, and he never 
knew then whether he would get the contract, and after the date of 
the contract, the delivery date, originally specified, may have expired. 
I do not know the circumstances. 

Mr. Brownson. Any questions, Mr. Meader? 

Mr. Meraper. No. 

Mr. Brownson. Any questions, Mrs. St. George ? 

Mrs. Sr. Grorae. No. 

Mr. Brownson. Any questions, Mr. Lantaff? 

Mr. Lantarr. No. 

Mr. Brownson. Do you have any questions, Mr. Kennelly ¢ 

Mr. Kenne ty. I believe not. 

Mr. Brownson. The committee will take a recess in a few moments 
for the lunch period. I believe that we will take up with Mr. Harlan 
F. Bramble, in connection with Mr. Wilder’s testimony, in executive 

session. Then I believe we will start out this afternoon with witness 
Alvin B. Snell, and if it meets w ith the committee’s approval, I suggest 
that we reconvene at 2 o’clock. 

There is just one question that comes to my mind. The committee 
staff has estimated that delivery delay in the mail of the contract 
probably resulted in a cost of about $10,000 in the price of tungsten. 
Do you know whether that would be approximately correct or not? 

Mr. Mooney. I had rather not make any statement without check- 
ing the prices. 

Mr. Brownson. Would you check the price and supply that informa- 
tion for the record ¢ 

Mr. Moonry. Yes. 
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(The information requested appears below :) 
Prabit Prapve & Inpusrry Co., Lrp., Contract GS—OOP-(D)-—12291—TunGsTEN 


The offer which resulted in the subject contract was received in a message dated 
March 5, 1952. The unit price was $65 per long-ton unit of WOs, at which time 
the market price was approximately $67.20 per long-ton unit. This market price 
was quoted through June 12, 195 

According to Mr. Snell's testimony the original contract (date unknown) was 
lost in the mail between Bangkok and Tokyo, and a duplicate contract was signed 
by the contractor on June 16, 1952, at which time the quoted market price had 
dropped to approximately $64.40 per long-ton unit. 

On July 11, 1952, the quoted market price dropped to approximately $58.80 per 
long-ton unit and remained at such level through October 10, 1952. 

The total value of the contract quantity of approximately 2,091 long-ton units 
is set forth on the basis of the contract price and the quoted market prices on the 
dates shown: 


ai Price per 

long- om. — Total value 
4 of V 

| 
| 


Contract price- - $65. 00 $135, 915 
Market price quoted on— | 
Mar. 5, 1952 67. 20 | 140, 515 
June 12, 1952__- 67. 20 | 140, 515 
June 16, 1952___- = a 4 64. 40 | 134, 660 
July 10, 1952........... ‘ ntieininead didkantianianniasadagenenie bowies 64. 40 | 134, 660 
July 11, 1052...- Meitdiwenuabdesaehdebebbeseoen baa wa ‘cba 58. 80 122, 950 


It should be noted that at the time the award was authorized (March 11, 
1952) the world-market price was quoted at approximately $67.20. Therefore, 
a comparison of the contract versus the market price indicates a saving to the 
Government of approximately $4,600. 


Mr. Brownson. The committee will recess now until 2 o’clock. 
AFTERNOON SESSION 


(The hearing was resumed at 2 o’clock p. m., Hon. Charles B. 
Brownson (chairman) presiding. ) 

Mr. Brownson. The meeting of the International Operations Sub- 
committee of the Committeé on Government Operations will come to 
order. 

I would like to ask unanimous consent that the letter referred to 
this morning as the letter of June 13, 1952, from 100 Park Avenue, 
suite 2035, Rew York 17, N. Y., be eed in the record at this 
point as exhibit 13. 

Without objection it is so ordered. 

(The letter referred to follows :) 


ExHIsIT 13 


100 PARK AVENUE, 
New York 17, N. Y., June 13, 1952. 
Mr. LEONARD MOONEY, 
United States Munitions Board, 
General Services Administration, 
Emergency Procurement Service 
Washington, D. C. 

Dear LEN: I refer to my telephone conversation with you today when I men- 
tioned that we had just received from one of our Bangkok friends the following 
cable: 

“Please register our sharpest protest with ECA concerning recent purchase 
by Mr. Snell 45 tons 65 long f. o. b. from a certain Mai Pradit who is neither 
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producer nor holds license to trade ore. His credit good until end July and 
having no goods is running around entire market trying interest our shippers 
supply for him. Unfavorable rumors concerning ECA purchase this lot cir- 
culating in market. Advise whether cancellation possible as purchase contrary 
to established ECA purchase rules, and upsetting market for weeks to come.” 

I’m, of course, in no position to comment on this situation, but I nevertheless 
thought you would be interested in learning about the above cable. Please, how- 
ever, regard the information as confidential as far as we are concerned 

Ww ith kindest regards. 

(Signed) Berner. 


TESTIMONY OF ALVIN B. SNELL, FORMER EMERGENCY PROCURE- 
MENT SERVICE REPRESENTATIVE AT BANGKOK, THAILAND 


Mr. Brownson. The first witness this afternoon will be Mr. Alvin 
B. Snell. Will you please step forward, Mr. Snell, and be sworn. 

Do you solemnly swear that the testimony you are about to give in 
this hearing will be the truth, the whole truth, and nothing but the 
truth, so help 1 you God ? 

Mr. Snetu. I do. 

Mr. Brownson. Will you please give your name, your present posi- 
tion, and the duties of your present position, for the record ¢ 

Mr. Sneti. My name is Alvin B. Sneil. I am presently unem- 
ployed. 

Mr. Brownson. Your last official position with the United States 
Government was that of EPS representative at Bangkok; is that 
correct ? 

Mr. Snetu. That is correct. 

Mr. Brownson. What were your duties in connection with that 
position, Mr. Snell ? 

Mr. Sneuu. My position, my official title was supply representative, 
and my duties were for the procurement of strategic materials, prin- 
cipally tungsten, and any other critical m: aterials on the lists which 
could be obtained in that area. 

Mr. Brownson. Will you give a little background of your history 
in the Government service, and your professional background for the 
record ¢ 

Mr. Snety. Yes. My early background was banking. I had ap- 
proximately 8 years’ wees in banking. Then I was a salesman 
and an accountant for the Nash Kelvinator Corp. on the commercial 
side of refrigeration. Then I was in the Army. I was inducted in 
the Army in 1940, and I was released from the Army approximately 
the middle of 1947. Then I was with the Foreign Trade Division of 
the Economic and Scientific Section of the Supreme Command for 
the Allied Powers in Japan, and later chief of Export-Control 
Branch. Later I was with the Central Intelligence Agency in Wash- 
ington, and then I went with the Emergency Procurement Service in 
Thailand. 

Mr. Brownson. Mr. Snell, can you outline for us the instructions 
which you received in Washington and in Tokyo in connection with 
long-term contracts and with your duties in Thailand? 

Mr. Snevt. Mr. Chairman, that is not too clear in my mind. To the 
best of my recollection I will give you what I can recall. My orienta- 
tion in Washington was rather limited, because of the time involved. 
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I was instructed somewhat by Mr. Fuller, in the Emergency Procure- 
ment Service on what the purpose of the mission in Bangkok would 
be, principally the procurement of strategic materials, and with em- 
phasis on tungsten. 

Mr. Brownson. About what time did you receive those instruc- 
tions, Mr. Snell ? 

Mr. Snetu. Well, it was sometime between the time I went with the 
Emergency Procurement Service, which was, as I recall, about the 
13th of November to the 20th, at which time I departed for Bangkok, 
or for Tokyo. 

Mr. Brownson. What year was that? 

Mr. Snewu. 1951. 

Mr. Brownson. You may proceed. 

Mr. Sneitu. Mr. Fuller gave me a résumé of what was to be pro- 
cured in Bangkok, as I say, with emphasis on tungsten. He also gave 
me a list of other critical materials which were on the strategic and 
critical lists, material lists, and pointed out to me that he did not think 
there were too many other items that could be procured in that par- 
ticular area. 

Then I was oriented pretty thoroughly by—I do not recall the man’s 
name, who at that time, and maybe he is now, in charge of the Rubber 
Section, but we had a rubber contract, and when I say “we,” I mean 
the Procurement Section had a rubber contract at that time with 
Thailand. 

My instructions on rubber were that it was handled through normal 
commercial channels, and my position would be principally to coordi- 
nate any difficulties which might arise out of that particular contract. 

Mr. Brownson. Did you receive any specific instructions from EPS 
either at Washington or in Tokyo which indicated that long-term con- 
tracts were to be made with producers only ? 

Mr. Snetu. I cannot recall exactly that particular point. I do 
know when I got to Tokyo I was with Mr. Hoffnauer in his office and 
at that time he gave me quite a file, or several files, I would say, of their 
procurement in that particular area. I was instructed to look through 
those files and see what their procedure was and if there were any 
questions to ask him. 

The question was put to me before as to whether I had definite 
instructions from Mr. Hoffnauer as to long-term contracts and at 
that time I stated “Yes.” I think I did, but I do not recall specifically 
just what the words were. I am quite sure that there was something 
mentioned about it. 

Mr. Brownson. At the time you arrived in the Far East—specifi- 
cally in Tokyo—the Mae Lama contract had already been negotiated, 
had it not? 

Mr. Snetu. Yes, sir; it had. 

Mr. Brownson. And the Yip In Tsoi contract was in the process 
of being negotiated when you got to Bangkok? 

Mr. Snetu. I do not know that that was particularly in the process 
of being negotiated. There had been maybe a letter or two on that 
from the Yip In Tsoi Co. to the GSA in Washington, I believe. I 
was not too familiar with that—at least, I was not advised of it before 
I went over. 

Mr. Brownson. After you got over there, did you participate in the 
completion of negotiations in the Yip In Tsoi contract ? 
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Mr. Snewu. Yes, sir; I did. 

Mr. Brownson. You also personally negotiated the U-Tong Thai 
Co. contract and the Pradit Trade & Industry contract; is that right? 

Mr. Snevy. That is right. 

Mr. Brownson. On the basis of these contracts which you did nego- 
tiate—the two that you negotiated completely and the other contracts 
in which you participated in the closing of the negotiations—what 
was your understanding of whom long-term contracts were to be 
negotiated with ? 

Mr. Snevi. Well, with producers, miners, or mining companies. 

Mr. Brownson. With mining companies or producers ¢ 

Mr. Swett. That is right. 

Mr. Brownson. Not with merchants or agents without facilities 

Mr. SNELL. No, sir. 

Mr. Brownson. What efforts did you make in connection with the 
negotiation of these three contracts to ascertain the background of 
the contractors and whether or not these mines were actually owned 
by or leased to the company ¢ 

Mr. Snetu. My principal objective was to find out whether they 
were authorized or licensed producers. I ascertained that by their 
license, and then I ascertained it from the Mines Department—certain 
mines that were supposedly under their control or under lease. 

Mr. Brownson. Were the Yip In Tsoi, the U-Tong Thai Co., and 
the Pradit Trade & Industry Co. all licensed under the export laws? 

Mr. SNELL. According to information that 1 received in the Mines 
Department the were, sir. 

Mr. Brownson. You were particularly interested in the Pradit 
Trade & Industry Co, contract in that connection ? 

Mr. Snewi. That particular company presented to me a license 
which was in Thai—written in Thai and of course I could not read 
Thai and I cannot today, but I vertified that contract—I mean that 
particular license with the Secretary of the Mines Department and he 
said he was an authorized operator. 

Mr. Brownson. Did he imply that they actually were mining tung- 
sten ? 

Mr. Sneuu. I do not recall that particular point, but he did say that 
he was an authorized operator licensed to export tungsten. 

Mr. Brownson. In your process of ascertaining the reliability and 
the nature of the organization of these contractors, did you consult 
with the Embassy as to their background ? 

Mr. Snety. The background of the company or the individuals? 

Mr. Brownson. Well, the company or individuals making up the 
companies—the ones with whom you were signing the contract? 

Mr. Snevu. No, sir; I did not consult with the Embassy. 

Mr. Brownson. You did not consult with the Embassy ? 

Mr. SnNExu. No, sir. 

Mr. Brownson. What efforts were made in an effort to police these 
contracts to make sure that all the provisions as to source and the 
other eins written into the contracts were lived up to? 

Mr. Sneuu. Well, I do not quite know what you mean by “policing.” 
sir. 

Mr. Brownson. Well, to police. In other words, in certain parts 
of these contracts you have written in a great many clauses here 
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stating specifically the mines from which the tungsten ore was to 
come, and there are many other restrictive clauses which the United 
States Government wrote into the contracts binding the contractor. 

Mr. Sneuu. Yes, sir. 

Mr. Brownson. What attempts were made by your office to make 
sure that these clauses were lived up to? 

Mr. Snevz. As i best recall it, the contracts stated that the con- 
tractor would certify that the ore was of Thailand origin. I believe 
the certificates or the invoices had that written on them if I am not 
mistaken. It has been quite a long while since I have seen those and 
I do not recall the exact wording on them. 

Mr. Brownson. Was that done prior to January 1 of this year? 
I thought that procedure was started early this year requiring the 
mining company to verify it. 

Mr. Snewt. No, sir; what was done after Janu: ry of this year was 
a certificate from the Thai Department of Mines. 

Mr. brownson. Prior to that time you allowed the mines to certify 
it themselves ¢ 

Mr. SNELL. That is correct, sit 

Mr. Brownson. You said you consulted with the Thai Mines De- 
partment. What could you tell us about the extent of their cooper- 
ation ¢ 

Mr. SNELL. I would say it was not the best, sir. 

Mr. Brownson. You would say it was not the best ? 

Mr. SNELL. Yes, sir. 

Mr. Brownson. Did you receive any reports from local sources 
indicating open-market violations ¢ 

Mr. Snewu. There were rumors flying around Bangkok very fre- 
quently of all types of operations that were going on. I recall one 
specific incident which happened which was that I had a definite 
information—and unless | could get something I could pin down, 
and I say pin down, something I could go on—not just a rumor 
saying a company was buying on the open market—I could not do 
much about it, but this was one of Yip In Tsoi, and I had informa- 
tion that they had eo or purchased from the Mines Depart- 
ment a quantity of ore. I did not know what the quantity was, but 
that they had intended to ship that ore on the GSA contract. I called 
the Yip In Tsoi Co. and asked for Mr. Yip In Tsoi. He was out of 
town at the time and I talked to Mr. Chan, who was his assistant. 
I put the question up to Mr. Chan and he said that they were not 
going to _ any ore against the contract which they had procured 
elsewhere. 1 told him then that I would advise him if they had the 
ore, not to do it, because if I found out they did, 1 would take steps 
to have the contract canceled. 

Mr. Brownson. What was the approximate date of that contract ! 

Mr. SNELL. Sir, 1 do not recall the dates. 

Mr. Brownson. In that particular action were you acting on the 
basis of information you had received from local sources? 

Mr. Sneuu. I had that information from a survey company in 
Bangkok as best I recall it. 

I might add this, too, Mr. Chairman. I did take other steps to 
assure that our contracts were being lived up to in this way: The Thai 
Wah Trading Co., who were also dealers in tungsten—they were not 
producers in Bangkok—however, I understood that they were in 
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Burma, and they were the surveyors of our shipments and gave an 
analysis of the ore prior to shipment. I went to Mr. Wong—Y. P. 
Wong—on 3 or 4 occasions and asked him if at any time in his an: ilysis 
of our ore his people detected anything which might be of a suspicious 
nature, such as the ore not coming from the proper places or the pro- 
ducers, | would appreciate it if he would advise me, and he said he 
would. 

Mr. Brownson. Did you receive an anonymous cable directed to 
Tokyo which was forwarded on by that office to you alleging some 
of these irregularities about this time? 

Mr. SNELL. Yes, sir, 1 did, sir. 

Mr. Brownson. Did you consult with the local merchants and other 
businessmen in connection with these irregularities / 

Mr. Sneuu. If I recall correctly, that cable that you are referring 
to was with respect to Yip In Tsoi. Is that correct, sir? 

Mr. Brownson. Yes. 

Mr. Snexx, I did not consult with the local merchants at that time. 
I went to the Embassy after I received that cable. The reason I 
went to the Embassy was that I was very anxious to ascertain if it 
were possible to do so, who the originator of that cable was. I dis- 
cussed the matter with Mr. Parsons at the time and asked him if he 
would ascertain, if possible, from the Post Office Department, who may 
have sent the cable, because I do know that frequently there is an 
awful lot of jealousy among business people there and I did not want 
to pointedly accuse Mr. Yip In Tsoi of any irregularities unless I 
could definitely establish that they were true. 

The Embassy was completely cooperative. They went to the post 
office and received the information which I wanted and, apparently, 
the name and the address of the sender of the cable was unknown and 
anonymous. I then went to the Department of Mines and asked the 
Department of Mines—and I might invite your attention to the fact 
that I had called Yip In Tsoi and I understood Mr. Yi ip In Tsoi later 
went to the Embassy to discuss this matter with Mr. Parsons—but, 
anyway, getting back to the Mines Department, the Mines Department 
claimed hat Mr. Yip In Tsoi’s shipments were authentic and there was 
nothing wrong with them. I later went back to the Embassy and had 
another discussion with Mr. Parsons about the matter. We, more or 
less, between the two of us, after I had talked to Mr. Yip In Tsoi—he 
disclaimed and refuted any accusation against his firm of sending ore 
other than what was from his mines—and Mr. Parsons and I, more or 
less, agreed that we did not have any evidence that we could advance or 
forward to Tokyo showing that the ore Mr. Yip shipped was not from 
his mines. Therefore, I went to my office and drew up a cable answer- 
ing the cable from Tokyo. I took the cable to Mr. Parsons for clear- 
ance before it was dispatched and Mr. Parsons agreed with it. 

Mr. Brownson,. You said you thought that cable was the work of 
a crank or subversives. 

Mr. SNELL. We were never able to ascertain any living person or 
company who made the accusations. The address, so far as I was 
able to find out from the Embassy, was fictitious. There was no such 
address, or maybe the building was empty where the address was 
given. Anyway there was no one there. 

Mr. Brownson. That is more or less the way you reported it to 
Tokyo—that it was the work of a crank or subversive? 

45437—54——_6 
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Mr. SNELL. I believe it was, sir. 

Mr. Brownson. Yet, at this same time Mr. Yip was telling the Em- 
bassy that the Wolfram ore which he had sold to the EPS came in part 
from mines leased by him; is that not right ¢ 

Mr. Snetx. I do not quite understand that. 

Mr. Brownson. In our exhibit No. 8, table 3-2, we have a list 
here which is headed “Wolfram Ore Sold to EPS by Yip In Tsoi,” 
showing a percentage from mines leased by Yip In Tsoi, and they 
come all the way down through this whole table here and we find 
anywhere from 69.4 percent in June 1952 down to zero percent in 
December 1952 was purchased in the open market. 

Mr. Snevu. I cannot follow where that cable has any reference to 
the ore that you are referring to. 

Mr. Brownson. The thing that I am getting at is that at the same 

time you were telling them in Tokyo that this cable came from a 
crank of some kind, information is also received in Bangkok from 
the local manager of the Yip In Tsoi office, which indicates to me 
that you knew that on June 30, 1953, the Yip In Tsoi Co. was buying 
69.4 percent of their tungsten in the open market which they shipped 
to the United States. 

Mr. Snecu. Did I write a letter to that effect, sir? I do not recall it. 

Mr. Brownson. You told them what they bought. In other words, 
you said they bought 12,357 tons, and then it has been broken down 
here subsequently on the basis of information furnished by Mr. Yip 
In Tsoi, to indicate that 30.6 percent came out of the mines and 69.4 
was bought in the open market. 

Mr. SNELL. If I wrote that, sir, I do not recall it. I may have, but 
I do not recall writing a letter of that nature because I had no knowl- 
edge of such a thing. 

Mr. Brownson. To get back to the source of this cable and the other 
information, some time in August 1952, apparently, according to our 
information, Mr. Yip considered delivering to you people about 3U 
long tons of wolfram for which he was supposed, according to common 
knowledge, have purchased from the mines department. You advised 
him, as you have said, not to deliver this ore tothe EPS. Ina letter of 
August 9, 1952, you requested him to resell it on the open market, 
which Mr. Yi ip did in two transactions, one on August 11 and one on 
August 14 is very interesting to note that this particular communic: 
tion quotes your letter from EPS in Bangkok to EPS in Tokyo, very 
early in October, outlining the whole proc cedure and showing how you 
nipped in the bud this plot on the part of Mr. Yip to buy this tungsten 
in the open market and supply it. The interesting thing about all 
that to the committee is that in hight of Mr. Yip’s subsequent account 
of what happened was that actus ally the 30 tons of ore in question were 
sold by him to a company which then resold it to the Pradit Trade & 
Industry Co., which then delivered that same 30 tons of ore to EPS 
on or about August 28 to cover one of its GSA shipments. 

In other words, the same ore went through two different hands and 
came back and was bought again from the open market. 

Mr. Snetu. I heard that after I came back here. I knew nothing 
about it at the time. If I had, I would not have allowed it to go out. 

Mr. Brownson. Did you ever at any time in talking or correspond- 
ing with Mr. Yip’s counsel with him that purchasing “wolfram ore on 
the open market down country would be satisfactory 7 
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Mr. Snetu. No, sir. 

Mr. Brownson. You did not at any time make that statement to 
Mr. Yip? 

Mr. Snetu. No, sir; I would not say that. 

Mr. Brownson. Did you write a letter to anybody in the tungsten 
business over there that it would be satisfactory to purchase tungsten 
down country ¢ 

Mr. Snevtzt. Mr. Chairman, there is a letter in the records which I 
wrote to the Mae Lama Mining Co. 

Mr. Brownson. Would you mind spelling some of those terms as 
they come up the first time ¢ 

Mr. SneLi. Some people call it the Mae Lama. It is really pro- 
nounced Malama. I did write a letter to them and I, as I told Mr. 
Perlman when I discussed this matter with him some time ago, I was 
quite sorry I had written the letter. However, the letter had gone 
out. At that time I was pushing them trying to get them to increase 
their production. The price of tungsten was high and I had in my 
own mind—I had no basis for this except in my own mind—but I 
suspected that perhaps Mae Lama was not shipping their full pro- 
duction to GSA and I was pushing them to get more quantity shipped. 

After my conference with them and getting very little response 
from them, I wrote a letter to them, and I believe in that letter I told 
them that unless shipments could be increased, steps would be taken 
in Washington to alter the contract or curtail the contract in some 
nature. I do not remember the exact words. 

In that letter I did state in view of the fact that many quantities 
of ore had been offered me since I had established the office, that it 
seemed reasonabie that they could have procured ore on the open mar- 
kept to fill that contract and my idea behind that was that if they had 
filled that contract with ore in the open market, they would have had 
to pay more for it than they were getting from us. 

Mr, Brownson. In other words, that is probably the basis for Mr. 
Yip’s statement that you did counsel with him and he could go out 
and buy ore in the open market ? 

Mr. Snetx. I do not know what Mr. Yip had in mind, but at no 
time did I discuss with Mr. Yip the purchase of ore down country in 
the open market. 

Mr. Brownson. What did you do after you got reports from the 
EPS office in Washington and Tokyo as to the open market violations 
by Mae Lama? 

Mr. Snetu. Open market violations, sir? I do not recall that 
particular incident. I did get a cable from Washington at one time 
asking me to investigate a report that the Mae Lama Mining Co. had 
closed down. 

Mr.-Brownson. There is a letter dated July 12, 1952, from Mae 
Lama to you, and reference is made in that letter to “our new lease 
on the opposite bank of the river” and in a letter dated November 21, 
1952, to you Mae Lama mentions five other leases in which Mae Lama 
held shares. 

Were you not aware in that case that these were sources of ore 
not specified in the original contract ? 

Mr. Snevy. Mr. Chairman, the contract did not specify by lease 
numbers. It said, “The Mae Lama group,” if I am not mistaken, or 
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the “Mae Lama Mines” and I verified this with the Mines Department 
and they said it was part of the Mae Lama Mining Co. 

Mr. Brownson. But, in view of your statement that you were not 
always receiving satisfactory cooperation from the Mines Depariment, 
did not you go any further back than that to verify these! 

Mr. Snetx. No, sir, because I felt that the Thai Department of 
Mines was the authentic and the only place where I could get authentic 
information, since they were in charge and control of all mining 1n 
Trailand. 

I did at one time, hawere, when our office in Tokyo requested that 
I get certificates of origin from the Mines Department, I sent letters 
out to our contractors stating that 1 would have to require leases or 
certificates of origin from the Government. I did not specify the 
Mines Department at that time, because I had, in advance, gone to the 
Mines Department to ask them about certain certificates of origin and 
they were very, very reluctant in my conversation with them to com- 
mit themselves as to whether or not they would furnish certificates. 
Then I had in mind that, perhaps, it might be best to go to the Foreign 
Office and ask the Foreign Office to furnish certificates of origin. 
However, it later developed that the Mines Department did furnish 
the certificates for us. 

Mr. Brownson. Did you ever check with the Customs Department ? 

Mr. SNELL. No, sir; I did not. 

Mr. Brownson. We have talked a little about the investigation you 
made after receiving the anonymous cable concerning open market 
purchases by Yip In Tsoi, This cable was the one that indicated that 
Yip In Tsoi was purchasing ores on the open market to meet their 
EPS contract. You said you talked to the Director General otf the 
Mines. Who else did you talk to? 

Mr. SNELL. | talked to Mr. Yip. 

Mr. Brownson. You did talk to Mr. Yip? 

Mr. Snevu. Yes, sir. They are the only ones that I recall. I say 
I talked to the Director General—it may have been the Secretary; I 
am not positive just which one it was. 

Mr. Brownson. I think you should know that to our best informa- 
tion Mr. Yip denies that he was questioned by you in that regard. 

Mr. Sneutu. Mr. Yip, I am afraid, has given misinformation, be- 
cause he was the one 1 would naturally go to about it, and later he 
came into the Embassy after 1 had talked to them and talked to Mr. 
Parsons about it. 

Mr. Brownson. Does the Yip In Tsoi Co. keep pretty good records ? 

Mr. Snewu. I could not say, sir, what type records they keep. 

Mr. Brownson. Mr. Yip was not asked to produce their records on 
royalties receipts or any other source of concrete information as to 
the source of this ore ¢ 

Mr. Snevx. No, sir; 1 did not ask him. 

Mr. Brownson. You never did give oral consent, then, to Mr. Yip 
to purchase ores up country and stay out of the Bangkok market ¢ 

Mr. Snevu. Never, sir. Mr. Yip was not author ized— may I qual- 
ify that? Mr. Yip was not authorized to mine up country. There is 
a jaw in Thailand which does not permit the Chinese to produce ore 
or to mine above a certain point. 

Mr. Brownson. I did not mean to produce the ores; I meant to 
purchase the ores that had been produced up there. 
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Mr. Snetut. My answer is “No, sir; I never did.” 

Mr. Brownson. There is an indication that Mr. Yip has a belief 
that you had given him oral consent to purchase ores up country so 
long as he stayed out of the Bangkok market. 

Mr. Sneti. No, sir; never. Asa matter of fact I had talked to Mr. 
Yip on 2 or 8 occasions, to my recollection, and I warned him if he 
intended and wanted to keep his contract that he had better produce 
and send us ore only from the mines that he was supposed to operate. 
Mr. Yip—I remember very distinctly at one time—said that he was 
very jealous of his contract and he would never do anything to 
jeopardize it. 

Mr. Brownson. Of course, that establishes a direct point of con- 
flict between that testimony and some of the testimony which Mr. Yip 
evidently gave at the Embassy. 

Mr. Sveti. Mr. Yip, I am sorry to say, has given misinformation 
to the Embassy, sir. 

Mr. Brownson. We have already covered the matter, I think, to our 
satisfaction of your letter of May 3, 1952. That is the letter in which 
you suggested to Mae Lama that it purchase ore on the open market. 

Mr. SNELL. I did not suggest; I said they could have—past tense. 

Mr. Brownson. They could have ? 

Mr. Snevu. I was not giving them authority to purchase in the 
future. 

Mr. Brownson. Of course, there would be some question as to how 
that phrase might be interpreted from the other side of the letter. 

Mr. Snexi. That is quite true with the Thai people. I understand 
that. However, that point was never brought up by Mae Lama. 

Mr. Brownson. Do you have a copy of that letter ? 

Mr. Snetu. I have no records. 

Mr. Brownson. May I ask Mr. Walsh if he can get us that letter 
to Mae Lama, written May 3, 1952, containing the suggestion that 
they could have purchased ores in the open market ? 

Mr. Waunsn. Yes, sir. 

Mr. Brownson. I will ask unanimous consent that that letter be 
included in the record at this point and labeled as “Exhibit 14.” 


ExHIBiT 14 
May 3, 1952. 
Make LAMA MINING Co., 
Care of Siam Factors Co., 
27? Pramuan Road, Bangkok. 

GENTLEMEN: In reviewing the performance of your company for the past 12 
months in supplying tungsten concentrate, under contract No. GS-OOP-474 
(SCM), with the General Services Administration, it is noted that the total 
shipments have fallen short of measuring up to the yearly average of 666 long 
tons, as agreed to and stipulated in this 3-year contract. It is further noted 
that the terms as written in article No. 4 “delivery schedule” have not been 
maintained even at a minimum of 10 long tons monthly. 

On February 8, 1952, a meeting was held in my office at my request, in order 
to ascertain the cause of smaller shipments than that specified within the con- 
tract. During our discussion you mentioned that additional machinery would 
be needed to increase production and pumps to prevent flooding of the mine, 
both of which you stated were presently on order. Several weeks later I was 
advised that the machinery and pumps had arrived and at that time were in 
use at the mine. In view of the additional equipment, it was expected that 
an appreciable increase in production would be likely within the next month. 
During the past 2 months the quantity of tungsten shipped under the contract 
has not reflected an increase, but rather remains at the same level as those 
lots shipped in previous months. 
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I feel certain that the authorities in my headquarters, Washington, D. C., will 
be very much disappointed and dissatisfied with the past 12 months’ performance 
under this contract, at such time as I bring it to their attention. It does not 
appear that an exerted effort has been made by your company to fulfill the terms 
agreed to in the contract In view of the numerous offers of wolframite which 
have been made to this office since its establishment in late December, it seems 
feasible that your company could have procured sufficient quantities on the 
local market to meet the requirements called for in the contract. 

I should like at your very earliest convenience to arrange another meeting 
to discuss this matter, as it is most urgent that some definite understanding be 
concluded before my report is submitted to Washington. 

Very truly yours, 
ALVIN B. SNELL, 
Manager, Bangkok Office. 

Mr. Brownson. Did you give any oral instructions to Mae Lama 
for the purchase “em ore on the open market ¢ 

Mr. Snewx. No, sir; I did not. As a matter of fact, may I inject 
one thing here ?¢ 

Mr. Brownson. Surely. 

Mr. Snevy. At one time Mr. Suchat, who was the managing direc- 
tor of the Mae Lama Mining Co., was in my office and he specifically 
asked me if I would ae him to purchi ise and ship 9 tons of ore 
which were offered him. I told Mr. Suchat that I would not permit 
him to ship ore other than what he had produced in his own mine. 

Mr. Brownson. That brings up an interesting point : Just what was 
your understanding or what was meant in the original contract when 
it said “150,000 long-ton units of tungsten tr ioxide, all from the pro- 
duction of the Mae Lama mine,” or such smaller quantities as to con- 
stitute the total production of the ae 1e Lama mines for the period 
from April 1, 1951, to March 31, 1954, less the amount required as 
rent in kind by the Royal Thai Department of Mines. 

When they were talking of the Mae Lama mines, what did that 
mean to you as a term ¢ 

Mr. Sneiu. It meant to me in terms that they had a group of mines 
in northern Thailand that they were operating, and I was told at the 
time I went to Bangkok by not only Mr. Suchat who was the man- 
aging director, but also by the director general, because he was one 
of the first people I called on—the Director General of the Mines De- 
partment—that the Mae Lama Co. still had some of their mines 
which were not operating. 

Mr. Brownson. Did you ever talk with the executives of the com- 
pany to ascertain and get a list of these mines that were not operating 
and when they were going to be brought into production ? 

Mr. Snevu. No, sir; I did not. 

Mr. Brownson. Fie t what efforts did you make to learn the actual 
production performance of the Mae Lama mines both from the Mines 
Department and from the records themselves ? 

Mr. we From the Mines Department I asked for production 
records, but I got very little satisfaction from them. They did show 
me a period from the time of the inception of that contract, I believe, 
until about September or October, 1951, where the production, so far 
as I could ascertain—I hee not read the Thai printing; I could read 
the figures, naturally, but what was above and what was below in 
Thai I could not understand—but it was supposed to be the produc- 
tion monthly. According to the figures that the Mines Department 
showed me, they were approximately what we had been receiving on 
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our contract during a period from the time the contract started up 
until about September or October, 1951. 

Mr. Brownson. In November and December 1952 there was a sud 
den fivefold acceleration of shipments by Mae Lama. 

Mr. Snevu. That is right. 

Mr. Brownson. Did that not make you a little bit curious to try 
to make an investigation to determine the source of these ores in the 
light of that fivefold increase ¢ 

Mr. Snevv. Not particularly, sir, because I had been told by the 
Director General of the Mines Department and also by the managing 
director of Mae Lama that they had ordered new equipment for use 
in their mines, and to my understanding that equipment had arrived 
in Thailand. I do not know whether it had come in at Bangkok or 
landed at the other port, but it had entered Thailand approximately 
June or July 1952. That, so far as I was able to ascertain, involved 
pipes, pumps, and other types of mining equipment which they had 
been delayed in receiving because of the steel shortage. It was com- 
ing from England, and they had told me this at an earlier date. I 
believe I advised my pene office to this effect. This was some 
months in advance that I advised them that they anticipated that 
their production would increase in the fall of 1952. I do not re- 
member the months; maybe it was October or September, but they had 
told me earlier in the summer, I believe it was, that they anticipated 
their production would go up, and I believe the records in my files 
will bear that out. I do not have any of the records. I turned them 
all over to the Tokyo office at the time I left. 

Mr. Brownson. Did you ever visit any of these Mae Lama mines 
yourself ¢ 

Mr. Sne.u. No, sir; I did not. Shortly after I went to Bangkok, 
I found that the Mae Lama Mining Co. was buying their shipments. 
This was in January of 1952, and I immediately contacted the Tokyo 
office and asked them, or told them that I was planning to go up to 
the Mae Lama mines with Mr. Putnam who, at that time when I ar- 
rived at Bangkok, said he was planning a trip up there. I felt since 
Mr. Putnam was a mining engineer that it might do well for me to 
go with him and see for myself just what the mines were doing. 

In my dispatch to Tokyo I asked them or I stated, “If you do not 
want me to go, please advise me by such-and-such a date.” The an- 
swer was, “Do not go,” because at that time they felt I had just opened 
the office and they did not want me to leave it. 

Mr. Brownson. Do you know who made that decision in Tokyo? 

Mr. SNELL. No, sir; I do not. 

Mr. Brownson. Who was the head of the Tokyo office at that time? 

Mr. Snevu. Mr. Morton was the head of the Tokyo office. 

Mr. Brownson. Mr. Hamilton Morton? 

Mr. Snetu. Yes, sir. I do not know whether it was December or 
January—I think it must have been December—and I approached the 
Mae Lama Mining Co. and told them I wanted to go up to the mines 
to see what their production and their facilities were. They said 
they would be very happy to assist me to go up, but they would like 
for me to wait until the director general of the mines came back from 
a southern trip because he also wanted to go up there. 

I contacted the Tokyo office and apprised them of the situation and 
my plans and asked them for orders to go to the mines. They issued 
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the orders and suggested that it would be a good idea for me to go up 
to look the mines over. This was not to take place until February 
because, as I understand it, the director general of the mines was 
away at the time. 

I went to Tokyo on business in January and I do not know whether 
I received the actual orders then or if they told me they were issued 
for me to go in February, but I did later receive them. 

However, on three different occasions when I felt the trip was ready 
to go over, I was advised by the director general and also by the 
managing director of Mae Lama Mining Co. that it was not safe for 
me to go to northern Thailand because there were some skirmishes on 
the border right near where the mines are located between the Karens, 
who have Communist elements up in that area, the Thai police and 
also some of Chiang Kai-shek’s soldiers who drifted out of China 
down into Burma. That happened on three different occasions and 
my time ran out in Thailand before I was ever to get up there. It is 
about a 10- to 12-day trip one way and it is a very rugged tri 

Mr. Brownson. When you got to the matter of the U-Tong Thai 
contract, did you make any effort to ascertain whether or not U-Tong 
Thai was a legitimate producer of tungsten when that contract was 
negotiated ? 

Mr. Sneux. Yes, sir; the same as I did the others. 

Mr. Brownson. You went to the director of the mines? 

Mr. Snetu. I went to the Mines Department. 

Mr. Brownson. Will you describe the circumstances under which 
the Muang Nam Yen Mine was included in the contract ? 

Mr. Snetu. I believe that was the one that was in question on the 
Burmese border. I did go into that question with the Mines Depart- 
ment and they said that although that area ran into Burma that that 
mine was actually in Thailand. I have not physically seen it. I have 
not physically ar hans. 

Mr. Brownson. But the Bureau of Mines said the mine was in 
Thailand? 

Mr. Sneti. They said the mine was on the Thai side of the border ; 
ves, sir. 

Mr. Brownson. From the other evidence we have here, we must 
have a border dispute here. 

Mr. Snetx. That is not uncommon, sir. 

Mr. Brownson. Did you ever learn to your satisfaction that the 
Muang Nam Yen Mine was in Burma? 

Mr. Snetu. No, sir; I did not. 

Mr. Brownson. In April 1953 you received a letter from Captain 
Sarasas with a list of leases and the location of the U -Tong Thai mines. 
Why would Captain Sarasas send you other than the mines in prov- 
inces and mines other than those specified in the contract ? 

Mr. Snetu. You mean by districts? 

Mr. Brownson. By provinces or district. 

Mr. Swett. Yes, sir. 

Mr. Brownson. Your original contract called for this tungsten to 
come out of certain province es? 

Mr. Snetu. Yes, sir. 

Mr. Brownson. And yet in the letter which Captain Sarasas sent 
inclosing the list of the leases and the location of the U-Tong Thai 
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mines, he failed to note that some of the mines were in provinces other 
than specified in the contract? Did you not catch that when you re- 
ceived that list of mines? 

Mr. Snetu. I had about four letters from Captain Sarasas in regard 
to those mine lease numbers. What bothered me about it was the fact 
that we were requiring certificates from the Mines Department. I 
wrote him a letter originally and asked him for the lease numbers or, 
maybe it was verbally; I do not recall, in order that I might verify 
them with the mines for the certificate purpose. He sent me several 
lists of numbers. I verified them with the Mines Department and then 
when his certificates came in with the shipments and I noted there were 
2 or 3 numbers that had been transposed—I did not know whether his 
numbers had been transposed or whether the numbers from the Mines 
Department had been transposed. However, I returned the certifi- 
cates of origin to Mr. Sarasas and asked him to verify it because I 
could not accept it unless the leases agreed. He did so with the Mines 
Department and I believe on one occasion had a new certificate issued 
and on another occasion he advised me that his secretary had trans- 
posed the figure on particular lease numbers. 

About the provinces, I am not familiar with any provinces other 
than those which were in the contracts. 

Mr. Brownson. Well, these contracts were drawn in this particular 
fashion in order to encourage the development of certain specific mines. 

Mr. Snevvu. That is right, sir. 

Mr. Bromnson. And you were aware of that policy, and yet in draw- 
ing the contract No. “GS-OOP (B)-12252,” on sheet. No. 2 under 
the heading of “Quantities,” you provide the quantity of tungsten con- 
centrate which shall be delivered under the contract as approximately 
300 long tons, containing an estimated total of 19,500 long-ton units 
of tungsten trioxide, all from the production of mines located in 
Songhla and Ranong Districts, and Muang Nam Yen, southern Thai- 
land, from the period of June 1, 1952, to May 31, 1954. 

If these contracts were pinned down to specific mines in order to 
assist in the development of continuing operations of tungsten, why 
did you write this contract so loosely that any mine within these 
provinces would qualify ? 

Mr. SNELL. Sir, that was, in my opinion, mines which were in Thai- 
land and were going to be operated or had been operated by this 
particular company. It did not state—I did not have any particular 
instruction that I had to write a contract and name the particular mine. 

Mr. Brownson. Now, in essence, were all the mines that this ore was 
shipped from from these provinces, all of them under the control of 
the company ¢ 

Mr. Snewu. So far as I knew they were, sir; according to the Mines 
Department certificates they were from the U-Tong Thai mines. 

Mr. Brownson. The way I look at that wording it looks to me like 
you could make a delivery of ore from any mine located in those 
provinces regardless of who owned it or regardless of who leased it. 

Mr. Snevu. Does not the contract state “Operated by U-Tong 
Thai” ¢ 

Mr. Brownson, No. 

Mr. Sng. It does not ? 

Mr. Brownson. It is wide open; it is just from mines located in those 
geographical areas. It does not say who operates them or anything 
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else. Of course, the contract was with a particular company, but there 
is nothing in this contract that would prohibit them from buying up 
the production of any of these mines and shipping it under contract. 

Now. there has also been some subsequent evidence which indicates 
that officials of the Thai Mines Department and of the United States 
Government, both, state very definitely that the Muang Nam Yen Mine 
is not located in southern Thailand at all but is located in the strip of 
Burma in a mountain range approximately 10 degrees, 40 minutes lati- 
tude, 99 degrees, 25 minutes longitude, and the mine is actually owned 
by a Chinese who is a resident of Burma. 

Mr. Snety. Well, if any ore came from that particular mine, sir; I 
feel certain that the mine lease was listed on the certificate of origin 
from the Mines Department, and I do not believe they would issue a 
certificate of origin if it came from Burma. 

Mr. Brownson. I understand that this Chinese national has a son 
who does reside in Bangkok and, apparently, he has been used as a 
means of securing these certificates. 

Did you ever give any oral permission to Captain Sarasas to include 
mines in other provinces than those named in the contract? 

Mr. Sneutx. Not that I recall, sir. 

Mr. Brownson. Do you know now at the present time from what 
source that ore being delivered actually did come from ? 

Mr. Snetx. Do I know what sources it came from? 

Mr. Brownson. Do you know where this ore came from that was 
delivered on the contract now ? 

Mr. Snevtzi. From southern Thailand so far as I knew in these 
prov inces, 

Mr. Brownson. But you do not know from what mines? 

Mr. Sneww. No, sir. 

Mr. Brownson. Of course, actually our information is that it was 
supposed to come from those two districts, the Songhla and Ranong 
Districts and, yet, actually, when the matter was checked into, it was 
found that part of it did come from the Songhla and Ranong Districts 
or provinces but the balance of it came from two entirely different 
prov inces., 

Mr. Snetu. I believe, sir, that—were not some of them referred to 
as districts in a province ¢ 

Mr. Brownson. I think the word “province” is used in the correet 
sense in the correspondence that we have. It is very difficult to read 
the typing on this particular photostat, but there are 5 mines that 
furnished some of the ore from the Surashtra Dhani Province, and 
then there are 2 more mines that furnished some of this ore from 
Nagara Sridharmaraj Province. 

Mr. Snetx. I may be mistaken, but it was my understanding that 
they had districts in those provinces. I believe some of that refers 
to districts, sir, within provinces. The “y may go under a name, too. 

Mr. Browson. The Embassy calls these provinces, also. They 
have found that under this ihe series of mines—12 of them in the 
Ranong Province, 5 of them in the Songkhla Province, besides the 7 
I have just mentioned—not one of those mines was registered or owned 
in the name of the U Tong Thai Co. Then they go ahead and list 
the leaseholders. 
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I would like to make that particular document an exhibit in the 
record at this point. I ask unanimous consent it be included and 
labeled as exhibit 15. 

(Exhibit 15 is as follows :) 


Exuisit 15 


The Embassy has checked the above-mentioned leases with the registration 
officials of the Mines Department and has discovered that not single one of them 
is in the name of U-Tong Thai Co. The following is a complete list of the 
leaseholders : 


Ranong Province: 





2894/5863—Nai Foo Li Thai 7501/5814—Phya Athakavi Sun- 
2999 /5688—Viroj Phanich Co. thon 
8037 /6040—Nai Borvon Lohavit 7535 /6279—Nai Chuan Sirvong 
6328/5480—Nai Borvon Lohavit 7550/6288—Nai Jia Wong 
2967 /5438—Nai Pherm Na Ranong Surasdhani Province: 
6250/4877—Nang Riew Na Ranong 5716/5880—Ramphai Phanna Co. 
8015 /5861—Nai Thavil Juyi 5733 /5808—Nai Tan Soo Song 
8057 /6102—Nai Tae Jui Luang 5483 /6090—Nai Ngoa Lee Nguan 
8038 /6144—Nai Loh Hock An 5788/587T8—Nai Lert Smuthas- 
8064/6229—Nai Borvon Lohavit dong 
6260/4960—Nai Thavil Juyi 5484/6091—Nai Ngoa Lee Nguan 
6329/5481—Nai Thavil Juyi Nakor narithamaraj Province 
Songkhla Province: 5467 /5855—Saha Rae Thai Pak 
7448/5701—Nai Nueng Satarat 5377 /5185—Na Hia Kang 
7500/5820—Phya Athakavi Sun- 
thon 


Mr. Brownson. Did Captain Sarasas ever tell you orally or in cor- 
respondence that some of the ore was coming from provinces other 
than those specified in the contract 4 

Mr. Sneui. Not that I can recall, sir. 

Mr. Brownson. Now we get over to another matter, the Pradit 
Trade & Industry Co. During your contract negotiations with Pradit 
what assertions did you make on their background ¢ 

Mr. Snetu. From the Mines Department I verified his mines lease 
operations license and his license to export metals or ores. 

Mr. Brownson. Did you hear any rumors at all about the Pradit 
Co. that indicated, before you got around to the actual signing of the 
contract, that a letter of credit was being peddled around Bangkok by 
these people ¢ 

Mr. Snewi. No, sir. That occurred after the contract had been 
signed, sir. That was brought about in a rather peculiar way. 

Mr. Brownson. Would you like to outline a little bit of that ? 

Mr. Sneuu. Yes, sir; I would be very happy to tell you about it. 
The original contract which had been drawn up with the approval of 
the Tokyo office—I drew it up according to terms of our previous con- 
tracts. The contract was signed. It was forwarded to Tokyo. It 
never reached Tokyo. 

About 3 to 4 weeks passed, and I did not know what had delayed 
the contract. I got in touch with the Tokyo office and they stated 
they had never received it. 

Then a new contract was drawn. That was forwarded to Tokyo 
and signed and returned. Then the letter of credit was established. 

However, there was an error somewhere between either the cable 
which was received in Tokyo—however, my record did not show an 
error in my office, but between Tokyo and Washington—I do not know 
where it occurred—the credit was opened in the name of the Pradit 
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Trade & Industrial Co. Now there is a difference between “industry” 
and “industrial.” 

The letter of credit was received in Bangkok, I believe, by the Bank 
of America. I did not receive a confirmation copy of that letter of 
credit. Had TI received it, I would have caught it at that time. 

I cannot tell you, because I do not know how these people got word 
of this error; but there were 3 or 4 men in Bangkok, from what I 
understand, who were trying to peddle that contract. They had 
quickly gone out and organized a new company under the name of 
the Pradit Trade & Industrial Co. 

As soon as I had information of it, I went to the bank and advised 
Mr. Vien Shen (?) verbally that he should not honor that credit 
against any contract; that it was in error; that I was taking steps 
to have it corrected. 

I then went back to my office and wrote a letter. I had received 
a letterhead of this new company. I do not remember just how I 
cot hold of it, but I think probably through the bank. I wrote a 
letter to this company stating that, according to the records of our 
office, we had no contract with that particular company; however, if 
they had anything to show otherwise I would appreciate it if they 
would bring it to the office and let me verify it. I never heard any- 
thing from them. 

I went around to the address on the stationery and it was an empty 
garage. 

That was the period in which the letter of credit was being peddled 
around Bangkok. 

Mr. Brownson. Did you feel that in this deal with Pradit that 
special consideration should be given to Pradit in view of possible 
loss to this contractor ? 

Mr. Sneru. I felt it should, due to the fact that the contract had 
originally been lost and the man, according to his statements to me, 
had taken steps to produce ore, and in view of the fact that the letter 
of credit had been established incorrectly. There was quite a time 
there when the man actually could do nothing as far as delivering. 
I felt it was only fair to the man to give him ‘the full contract time 
that he was authorized under the contract. I would not only ask it 
for him, but for anyone with a similar contract. 

Mr. Brownson. When was the date you made the original com- 
mitment that you felt obligated us to Pradit ? 

Mr. Snety. Sir, I do not recall the dates. 

Mr. Brownson. Would it be as early as March? 

Mr. Swetz. I do not recall. 

Mr. Brownson. Do you remember getting a cablegram authorizing 
you to make the Pradit contract ? 

Mr. Snevy. T am sure I must have received one. Otherwise I would 
not have made the contract. 

Mr. Brownson. We have some information that there was a cable- 
gram of March 11 authorizing it. 

Mr. Snetu. It must have been after that date, sir, that the contract 
was made, because I certainly would not give the contract until I had 
authorization. 

Mr. Brownson. Do you feel that the signing of this contract at this 
time, in spite of the prior price fluctuations, cost the United States 
any extra money ? 
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Mr. SNELL. Sir, I could not state that. 1am not familiar with the 
price differentials. 

Mr. Brownson. What efforts did you make to ascertain the source 
of the 30-ton shipment by Pradit of August 28, 1952, which was only 
2 days after the signing of the amendment extending the date of 
shipment to August 31, 19524 

Mr. Snewu. The certificate on the invoice, I believe, is all that we 
had, certifying that the ore was of Thailand origin, sir. 

Mr. Brownson. This is the ore which is alleged was purchased on 
the open market by Yip In Tsoi, who was told not to ship it. 

Mr. Snevu. That is what I have heard since, sir. 

_ Mr. Brownson. He resold it to Kian Gwan August 14. Later it 

as ag by Pradit to EPS on August 28 

"ike Sneww. I have heard that since | have been back, sir. If Mr. 
Yip was honest, as he professes to be, I think he would have advised 
me of that; but he did not. My inspectors had no knowledge of it, 
either. I think they would have advised me of it. 

Mr. Brownson. Do you have any questions, Mr. Meader ? 

Mr. Mraper. Yes, I have, Mr. Chairman. 

Mr. Brownson. Will you take the chair, please. 

Mr. Meaper. Mr. Snell, do I understand that your principal re- 
sponsibilities were twofold; first, to negotiate contracts for the pur- 
chase of tungsten, and, second, to see that the contracts so negotiated 
were lived up to by the contractors / 

Mr. SNELL. Yes; 1 would say that was the responsibility, sir. 

Mr. Meaper. That pretty much comprises your job over there? 

Mr. Snevu. Well, 1 had another responsibility, too, in addition to 
that. I was supposed to coordinate procurements. Not exactly pro- 
curements, but requirements of ECA, also. I worked with them, such 
as it was. Offshore procurement, sir; offshore requirements on speci- 
fications. 

Mr. Meaper. Did you do that as an official of the Emergency Pro- 
curement Service? 

Mr, SNELL. Yes, sir; it was worked into my position. 

Mr. Meaper. At any rate that was not your principal activity ? 

Mr. SNELL. No. 

Mr. Meapver. Your principal activity was the negotiation and ob- 
servance of these contracts for tungsten / 

Mr. Synewtu. That is right, sir. 

Mr. Meaper. You were there for about a year and a half, were you 
not ¢ 

Mr. Sneti. Approximately ; yes, sir. 

Mr. Maver. You mentioned that you were not able to read some 
of the figures in the mining office. That led me to wonder whether 
or not you had any assistance in translation and de saling in the Thai 
language. 

Mr. Snewu. No, sir; I did not have any assistance in that field. 

Mr. Mraver. Would that not be quite important ? 

Mr. SNELL. Sir? 

Mr. Meaper, Either that you should know the language yourself 
or you should have someone as a translator ¢ 

Mr, Sneww. I say I did not have assistance. I had my office in the 
MSA Building. When the occasion came up, when people came in 
my office with "Thai doc uments, I could refer to one of the translators 
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within the MSA Building. However, when I was at the Mines De- 
partment I did not have an interpreter with me and I did not feel I 
should call on MSA at any time to carry their interpreter around. 

Mr. Meaper. I was not quite clear to what extent the Embassy en- 
tered into your function. Did they give you any assistance or did 
you seek their advice or cooperation in any of your responsibilities ¢ 

Mr. Snewu. I would say the Embassy assisted me; yes, sir. 

Mr. Meaver. You worked closely with the Embassy, did you? 

Mr. ee Well I worked as close with the Embassy as our work 
required ; yes, sir. 

Mr. Meapver. After all, it is our regularly established body of Amer- 
ican officials abroad. 

Mr. SNELL. Correct, sir. 

Mr. Meaver. Dealing with the Thai Government. 

Mr. SNELL. Correct, si 

Mr. Meaper. Familiar with the conditions locally. They have an 
Economic Section. They are familiar with production and export 
and trade and so on. 

Mr. Sneutxi. That is right. 

Mr. Mreaper. There are many ways in which their activities would 
be helpful in discharging your responsibilities, are there not? 

Mr. Sneiu. Yes, sir. I worked very closely with the Embassy on 


rubber. After I went to Bangkok I Prana a list from them of 
Thai producers, which I never received, sir. They did not have one. 


Mr. Mraprer. The Embassy also had a a aff of translators or peo- 
ple who were familiar with the Thai language, did they not ? 

Mr. Snetu. Oh, yes, sir. 

Mr. Meaper. I got the impression that you worked more or less in- 
dependently of the Embassy, from your previous testimony. If you 
wanted to correct that I wanted to give you an opportunity to do it. 

Mr. SNe. I do not believe, sir, that there is really any correction 
necessary. It was within the pennant of the Embassy; Tet us put it 
that way. However, frequently I would call on the Embassy for in- 
formation. Whenever they called on me for information with refer- 
ence tomy work I gladly provided it for them. 

Mr. Meraper. Now, your activities—that is, the activities of the 
Emergency Procurement Service—were of such a magnitude in this 
field of procurement of tungsten that they could very well affect rela- 
tionships between exporters of tungsten and importers in this coun- 
try, and perhaps dislocate and disrupt relationships that had existed 
on a private commercial basis prior to your entry into the market; 
was that not true / 

Mr. Snevi. Well, I do not know about that. 

Mr. Meaper. Well, do you know what volume of procurement of 
tungsten had gone on through commercial channels before you 
arrived ¢ 

Mr. Snevti. Well, the volume, sir, in tungsten in Thailand is not 
very great anyhow. I would say at the maximum 1,000 to 1,200 tons 
a year. There is not any great volume of tungsten. 

Mr. Meaper. I might read these figures just to see whether they 
correspond with any underst: andings you have about that. 

In 1951 the produc tion and export of Thailand wolfram ore, accord- 
ing to these statistics, which were from the Department of Mines, as 
a source, were as follows: 1,321 long tons produced, of which 1,313 
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were exported ; 832 were exported to the United States, but only 72.13 
were bought by the Emergency Procurement Service. 

Do those figures sound right to you, with your familiarity with 
the market there ¢ 

Mr. Sneuui. In 1952? 

Mr. Meaper. 1951. 

Mr. SNELL. 1951. I could not verify those figures. 

Mr. Meaver. You do not know whether they are accurate or not ? 

Mr. Snewu. No, sir; I do not. 

Mr. Meaper. I want to read the 1952 figures just for the purpose 
of comparison. 

Total production was 1,601 tons, of which 1,297 were exported ; 944 
tons went to the United States, of which EPS purchases accounted 
for 537.63. 

In other words, the total exports to the United States went up by 
just a little over 100 tons in 1 year, but EPS purchases went up from 
72 to 537 tons. 

Mr. Snewu. Yes, sir. 

Mr. Meaper. In other words, something over seven times the amount 
of purchases ¢ 

Mr. Sneru. Yes. 

Mr. Meaper. This accounted for about 60 percent of the total 
exports to the United States in 1952. Do those figures sound right 
to you? 

Mr. Sne.u. I really could not verify them. I would say they are 
approximately right, but I am not familiar with the actual figures, 
sir. I do know that we were getting a large percentage of their 
production. 

Mr. Meaver. Well, it would appear from those figures, if they are 
correct, that the EPS purchases were well over the majority of all 
exports to the United States in 1952, whereas they were less than 10 
percent in 1951. 

Mr. SNELL. I would say that is generally true; yes, sir. 

Mr. Meraper. Now, were you acquainted with what firms in the 
United States were getting the tungsten and the normal channels 
of trade for the procurement of that tungsten in Thailand? 

Mr. SNELL. Private companies, sir ? 

Mr. Meaper. Yes. 

Mr. SNELL. Phillips, I understand, was getting some. Wah Chang 
was getting some. There was another company that supposedly was 
an American firm, but I understand that the ore eventually ended up 
in Rotterdam and went behind the Lron Curtain. I do not recall that 
particular company’s name. There were probably one or two other 
companies, but I do not recall the company names at the moment. 

Mr. Meaper. Now, Mr. Snell, do you know who were the owners 
of the Mae Lama Co.? 

Mr. SNELL. By name? I have seen them, sir, but I could not repeat 
them to you right now, sir; I have seen some of the director’s names. 

Mr. Meaper. You are not personally acquainted with them / 

Mr. SNe. No, sir. I understand that a Mr. Rojani, who acted at 
one time as their export agent or handling agent in Bangkok, had a 
share in that company. Whether he actually does I do not know. 
That was just hearsay. 
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I have met Mr. Suchat, who is supposedly—or is—the managing 
director of the mines. 

Mr. Meaper. Are you familiar with the total production of the 
Mae Lama mines as compared with their total deliveries to EPS, as 
to whether or not they delivered more to EPS than the actual total 
production amounted to? 

Mr. SNELL. I could not say that now. I do not know. 

Mr. Mrapver. Well, were you aware of their delivering to EPS more 
than their production at any time during your services 4 

Mr. SNELL. No, I had no knowledge of their delivering more to 
EPS than their production. 

Mr. Meaper. Was that not your job, to find out whether they were 
or not ¢ 

Mr. Snexv. It certainly was my job, sir. I had certificates—— 

Mr. Meaper. How do you explain that was your primary respon- 
sibility and yet you do not know? 

Mr. SNELL. Sir, it would have been a human impossibility for me 
to ascertain that, or anyone else sitting in Bangkok, unless you sit 
in the nine and actually watch it produce yourself. 

Mr. Meaper. Do they not have to file these royalty reports? 

Mr. Snevu. The royalty reports mean nothing, sir. 

Mr. Meaper. Are they required by the Thai law? 

Mr. Snevu. They are required by the Thai law; yes, sir. 

Mr. Mreaper. You mean that the law is not observed ¢ 

Mr. Sneui. I have been told on numerous occasions that the field 
representatives rate the reports or issue the movement orders to suit 
themselves. 

Now, I am just giving you off-the-cuff information. I could not 


ascertain by sitting in Bangkok whether or not all the production, 
all the ore that we received, was actual production from the Mae 
Lama Co. mines; other than the fact that the certificates issued by 
the mining department were verifying the fact that they were all 
from the Mae Lama Mining Co. 

Mr. Meaper. I have here a table. The Mining Department figures 
here show the total pow of the Mae Lama mines for 1951 and 


1952; from April of 1951 through April of 1953. It shows a total 
of 388.18 long tons, whereas there had been purchases by the EPS, 
from the EPS figures, from that company of 584.73 long tons. In 
other words, EPS bought from the Mae Lama Mines 196.55 tons 
more than the Mae Lama mines produced, according to the figures 
of the Thai Mines Department. 

Mr. Snevu. If that is true the Thai Mines Department has issued 

certificates otherwise. 

Mr. Mmaper. You are disputing the correctness of the figures I 
have cited ? 

Mr. Snewu. No, sir; I am not disputing the correctness of the 
figures. I am just stating that the certificates which we received 
after January, or beginning i in January of 1953, were issued by the 
mines department, stating that the ore was from the production of 
the Mae Lama mines. That was one purpose of that certificate; to 
more or less be assured, sir. 

Mr. Muaver. Let me ask you this, Mr. Snell, and this is a general 
question: During your year and a half of service on the ground in 
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Bangkok did you ever report either to Tokyo or to Washington any 
apparent violations of any of these four contracts? 

Mr. SNELL. No; because I actually did not have any, sir. I did 
not have any proof of any apparent violations. I could not just say 
“apparent.” 

I believe on several occasions I have mentioned—now, I do not 
want to be actually pinned down on this, because I do not know 
dates. I do not have any records in front of me. I do not have 
access to records. But I believe I have stated to Tokyo that I did 
not feel that we were getting all the production from the Mae Lama 
Mines at one time. I reported to Tokyo that I had nipped in the 
bud a plan of Yip In Tsoi Co. to ship ore which had been procured 
from the Mines Department. 

There may be other cases. I cannot pin it down right now. 

Mr. Meaper. I understand you do not have any of the records. 

Mr. Snewu. Absolutely none, sir. 

Mr. Meaper. Which you kept at the time you were in charge of 
the Bangkok office. 

Mr. Snewu. No, sir. I turned them all over to Tokyo and to the 
Embassy. 

Mr. Meapver. Did you keep records? 

Mr. Snetu. Did I keep records in Bangkok ? 

Mr. Meaper. Yes. There were records there? 

Mr. Snewu. Yes, sir. 

Mr. Meaper. Do those records pretty well account for your activ- 
ities during that year and a half? 

Mr. Snetu. I feel that they do, sir. 

Mr. Meaver. Outside of this anonymous complaint which you have 
already testified about, do you recall any other instance where you 
in correspondence or in memoranda or in cables or in any other fashion 
in writing communicated what even was suggested as a violation 
of these contracts to your superiors either in Tokyo or in Washington ? 

Mr. Snewv. I cannot recall offhand, sir. 

Mr. Meaper. You best recollection at this point, without referring 
to the records, would be to say that you have not reported any com- 
plaints or any apparent violations of the contract ? 

Mr. Snetyi. I would not say that. You are putting words in my 
mouth. I did not say that, sir. I said that I do not recall. I said I 
do not recall that, sir; and I do not. 

Mr. Meaper. Well, that could be a matter of some major impor- 
tance, if you had made such a report to Washington, that it appeared 
that one of those companies was not keeping its word under the con- 
tract; could it not? 

Mr. Snevu. Yes, sir. My reports went to Tokyo. They did not go 
direct to Washington, sir. 

I am pretty sure if there was such it would be in the files, in the 
letter files. 

Mr. Mreaver. If there were reliable evidence that the company was 
delivering to EPS more tungsten than it was producing would you 
have regarded that as a violation ? 

Mr. Snetxi. Absolutely. If I had known it or had access to any 
such information I would have regarded it as a violation, sir. 
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Mr. Meaper. As I understand it, you had access to the mining rec- 
ords; that is, the records of the Thai Mines Department on pr oduc- 
tion ; but that you did not regard them as reliable ? 

Mr. Sneuu. I had access to them as they wanted to furnish them to 
me, sir. 

Mr. Meaper. Do you mean you could not get them otherwise? 

Mr. Snexu. No, sir. 

Mr. Meaper. You requested them and were refused access? 

Mr. Snetu. Sir, I have written letter after letter for information 
from that mines department and never got as much as a reply from 
them. 

Mr. Meaper. Where did you write for information besides the mines 
department ¢ 

Mr. Sneutx. No other place. 

Mr. Meaper. Did you ever ask the Embassy if they had that in- 
formation or could get it for you? 

Mr. Snewu. No, sir; because I never thought of the Embassy having 
such information. 

Mr. Meaper. Do you have or did you ever request information on 
exports; customs? 

Mr. Snetu. Not customs. I asked for export figures, which I think 
the records will show that I furnished to Tokyo at one time. 

Mr. Meaper. From where did you get those figures? 

Mr. Snewx. It was a published figure of the mines department, 
sir. 

Mr. Meaper. Well, I am beginning to get the impression, Mr. Snell, 
that you just did not have the slightest notion how much those mines 
were actually producing. 

Mr. Sne.u. My idea was that they were producing what they were 
shipping, sir. 

Mr. Mraper. You could have made that assumption sitting right 
here in Washington; could you not? 

Mr. Sneti. Possibly I could have, yes. 

Mr. Meaper. You do not mean that. a man would be needed on the 
ground to assume they were delivered ? 

Mr. Snewu. Sir, I have stated it would be almost physically impossi- 
ble other than accepting the certificates from the mines department 
as being authentic and true. It would be almost impossible for me 
or the Embassy, if you want to compare the two, to actually state 
how much was produced in any particular area or mine. 

Mr. Meaver. Do you feel that you accomplished something worth- 
while while you were over there for a year and a half? 

Mr. Snewu. I do,sir. Yes, I do. 

Mr. Meaper. You certainly did not get the facts which you would 
need to have to determine whether or not there was a violation, did 
you! 
Mr. Swetz. Well, sir, I feel that I did everything that could be 
done. 

Mr. Meaper. How is that? 

Mr. Snexu. I feel that I did everything that could be done to assure 
that the ore was coming from the mines specified, sir. 

Mr. Meaper. Do you think it is just as difficult for the Embassy 
to get these figures that you say were impossible to get as it was for 
yout ¢ 
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Mr. Snevx. I do not know. I could not compare that. 

Mr. Meaper. What explanation do you have for the fact that they 
have furnished those figures ? 

Mr. Snexu. I could not explain that, sir. 

Mr. Meaper. Did you ever ask the Embassy to get those figures for 
you ¢ 

Mr. Snetu. Production figures ? 

Mr..Meraper. Yes. 

Mr. Snetu. I do not recall that I did; no, sir. 

Mr. Meaper. I think that is all. 

Mr. Brownson. Did you know of the activities and the operations 
of the Kian Gwan Co. ? 

Mr. Sneutx. The activities of their operations ? 

Mr. Brownson. Did you know of the activities and the operations 
of the Kian Gwan Co. ? 

Mr. Snetu. I knew they were an export company. 

Mr. Brownson. You knew some of this tungsten was passing 
through their hands? 

Mr. Snetu. No, sir; I did not know any tungsten was passing 
through their hands except they were acting as a shiping agent for 
the U Tong Thai Co. I did know that. 

Mr. Brownson. Did you not have a letter from Sucharitakul to 
you saying that the Kian Gwan Co. was being used as a house for this? 

Mr. Snetyi. They were acting as shipping agent; yes, sir. 

Mr. Brownson. Did you ever see the letter which I would like to 
introduce into the record at this point as exhibit 16, from the Kian 
Gwan Co., importers and exporters manufacturers’ representatives, 
dated April 1953, and classified by them as a “confidential” document, 
in which we find this information conveyed to the Mae Lama Mining 


Co.: 


Woolfram Working Agreement. 

Deak Stirs: Referring to the discussions we had with vou the other day at the 
Oriental Hotel, Bangkok, at which were present, besides you and the under- 
signed, Captain Somvong Sarasas, Mr. Levitsky, and our Dr. Tanner, we here- 
with confirm the conclusions arrived at as a result of our discussions. 

(1) That Kian Gwan Co. (Thailand) Ltd. wili help carrying out part fulfill- 
ment of your Contract with the General Services Administration of the U. S. A. 
1S—-00P-474 (SCM) dated Jan. 19, 1952, up to 300 (Three Hundred) long 
tons of Wolframite Ore, in monthly shipments of not less than ten (10) tons 
per month commencing from May 1953, and will try to increase this monthly 
quantity as much as possible during the months May to August 1953, in order 
to deliver as large a portion of the Contract as possible. 

Provided that Mae-Lama’s interests be considered in top priority regarding 
each monthly shipment. On this particular point Mr. Suchat Sucharitakul or 
Captain Somwang Sarasas, in the former’s absence, shall give us instructions. 

2) Kian Gwan Co. (Thailand) Ltd. shall receive payment from the Bangkok 
Bank Ltd. on the Letter of Credit now with the said bank, with yourselves as 
beneficiary, at U. S. $65 (U. S. Dollars Sixty-five) per long ton unit, of which 
price U. S. $2 (Two Dollars) will be reserved for a certain private party. This 
amount to be handed to Captain Somvang Sarasas for immediate remittance after 
we have received payment on the L/C 80 percent. 


Then it goes on: 


(3) The profit derived from the proceeds at the balance sale price viz: U. 8. 
$63 per long ton unit will be allocated as shown below: 

(a) Kian Gwan Co. (Thailand) Lt., Fifty percent. 

(b) Yourselves, Thirty percent. 

(c) Captain Somvang Sarasas, Twenty percent— 
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And, of course, the $2 has already gone. 


the profit to be divided after shipment, on the payment received at 80 percent 
of the sale price as provided in the terms of the Letter of Credit. 


(Exhibit 16 is as follows:) 
EXHIBIT 16 


Kran GwAN CoMPANY (THAILAND) LTD., 
IMpoRTeRS & ExporTeRS MANUFACTURERS REPRESENTATIVES, 
283 Suriwongse Road, P.O. Box 21, 
Bangkok, April 1958. 


CONFIDENTIAL 


WOLFRAM WORKING AGREEMENT. 
Messrs. MAE-LAMA MINING COMPANY, 
176, Chaiyapume Road, 
Chiengmai, THAILAND. 
(Attn: Mr. Kasian Suvanaphokin, Bangkok Representative with power of 
attorney.) 

Dear Sirs: Referring to the discussions we had with you the other day at the 
Oriental Hotel, Bangkok, at which were present, besides you and the under- 
signed, Captain Somvong Sarasas, Mr. Levitsky, and our Dr. Tanner, we here- 
with confirm the conclusions arrived at as a result of our discussions. 

(1) That Kian Gwan Co. (Thailand) Ltd., will help carrying out part fulfil- 
ment of your Contract with the General Services Administration of the U. S. A. 
GS-—OOP-474 (SCM) dated Jan. 19, 1952, vp to 300 (Three Hundred) long tons 
of Wolframite Ore, in monthly shipments of not less than ten (10) tons per 
month commencing from May, 1953, and will try to increase this monthly quan- 
tity as much as possible during the months May to August, 1953, in order to 
deliver as large a portion of the Contract as possible. 

Provided that Mae-Lama’s interests be considered in top priority regarding 
each monthly shipment. On this particular point Mr. Suchat Sucharitakul or 
Captain Somwag Sarass, in the former’s absence, shall give us instructions. 

(2) Kian Gwan Co. (Thailand) Itd., shall receive payment from the Bangkok 
Bank Ltd., on the Letter of Credit now with the said bank, with yourselves as 
beneficiary, at U. S. $65 (U. 8S. Dollars Sixty-five) per long ton unit, of which 
price U. 8. $2 (Two Dollars) will be reserved for a certain private party. This 
amount to be handed to Captain Somyang Sarasas for immediate remittance 
after we have received payment on the L/C 80 percent. 

(3) The profit derived from the proceeds at the balance sale price viz: U. S. 
$0.63 per long ton unit will be allocated as shown below : 


(a) Kian Gwan Co. (Thailand) Ltd___-_______ 50 per cent (Fifty percent). 
ie eee ....-. 30 percent (Thirty percent). 
(c) Captain Somvang Sarasas______.__.________. 20 percent (Twenty percent). 


the profit to be divided after shipment, on the payment received at 80 percent of 
the sale price as provided in the terms of the Letter of Credit. 

(4) From the sale value derived from item (2) the following expenses are to 
be first deducted, the balance only is to be shared according to item (3) ; 


EXPENSE FOR PUTTING THE ORES UNDER LEASES 


A. Royalty, Ticals 322.28 per picul or according to the Government’s announce- 
ment (in case not included in the purchase price). 

B. Stamping charge, Ticals 1.00 per picul. 

C. Permit, Ticals 1.00 per time. 

D. Transport cost, Ticals 0.50 per kilogram. 

E. Fee for putting under leases Ticals 1.00 per kilogram. 

I’. Subcontractor fees to be paid to the Mines Department; 7 percent of ores to 
be produced. 

G. Income Tax for Mae-Lama’s group of mines, to which are referred the leases, 
being not a limited company, is amount to 10 percent of the gross sale. 
(For this item, the amount will not exceed Ticals 260.0 per picul.) 

H. Business Sale Tax for Mae-Lama’s group of mines is amount to 1 percent 
of the gross sale. 

Item (B) toitem (H), not more than Ticales 600.0 per picul. 
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(5) You shall instruct the said Bangkok Bank Limited to credit our account 
with the proceeds of the documents which we shall present to the Bank on your 
behalf. 

(6) You also undertake to facilitate our receiving payment from the said 
Bank for the shipment effected, by giving us such signed invoices, drafts, and 
other instruments as are required to enable us to present the documents to the 
Bank in due manner and to receive payment. 

(7) On due receipt of the Balance 20 percent of the sale price, the profit if 
any will be similarly allocated in the same proportion as shown above. 

(8) Purchases to effect shipments under this contract will be made by Kian 
Gwan Co. (Thailand) Ltd., at their discretion, in consultation with Captain 
Somvang Sarasas and Mr. Kasian Suvanaphokia, at current market prices. 

(9) You agree to place facilities at our disposal for transportation of the 
Wolframite ore, to forward the declaration to the Department of Mines, and 
further to render us all necessary assistance to fulfil the contract. 

(10) It is understood that this contract is subject to the usual “force majeure” 
clauses for both parties. 

(11) We also undertake not to disclose the content of this agreement to 
any other parties who is not connected with this agreement. 

This agreement as indicated in the foregoing paragraphs will take effect from 
today, .._.._._, 1953, and we shall be glad to have your confirmation hereof; 
Captain Somvang Sarasas will please countersign this confirmation as a bene- 
ficiary. 

Thanking you and assuring you of our cooperation, we remain, 

Yours faithfully, 


Addendum: It is understood that the Kran Gwan Co. (THAILAND) Lp. 
expenses shown at items (A) to (G) (s) (T. K. Tan), Manager. 
under section 4 above are payable only 
if obligatory, and if otherwise, the 
amount saved will be pooled in the 
profits and divided as shown above. 
(Signed. ) 


I hereby confirm this agreement and fully subscribe to all the terms indicated 
herein. 


Nib ichitch achat deeis de salad chan edhe beside chained ---.. Countersigned by me. 
(caietan Barents. | vor “dso uae ties ees ees 
For Mae-Lama Mining Co. of 176, (Signed) (Captain Somvang Sarasas) 
Chaiyapume Road, Chiengmai. 


Signed at Bangkok the ______-_-- GAT: 06 ncimaarane , 1953. 


Mr. Brownson. Did you ever see that document or have knowledge 
of that fact that $2 out of this sum of money was being paid by the 
Kian Gwan Co. to a person or persons unknown, indicated in this letter 
only as “a certain private party” ? 

Mr. Sneuv. This is the first time I have ever heard of the letter in 
my life. I have no knowledge of this letter prior to this time. 

Mr. Brownson. Now, did you ever tell Sucharitakul on or about this 
date, just before April 1953, that he would have to go out and purchase 
on the open market or his contract would be canceled ? 

Mr. Snetyi. You mean Suchat of the Mae Lama Mining Co.? 

Mr. Brownson. Yes. 

Mr. SNe. No, sir; never. 

Mr. Brownson. You did not? 

Mr. SNELL. Never. 

Mr. Brownson. Do you have any knowledge of to whom this $2 
was to be paid? 

Mr. Snevu. No, sir; I could not tell you because I have no knowledge 
of that letter in advance of today. 

Mr. Brownson. When did you come back from Bangkok ? 

Mr. Snewu. I arrived in the States in June. 
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Mr. Brownson. When did you leave Bangkok? 

Mr. Snetu. In May. 

Mr. Brownson. In May? 

Mr. Sneuu. Yes, sir. 

Mr. Brownson. This letter took place in April and implied a $2 fee 
was to be paid to somebody and that the money was to be handed over 
by the Kian Gwan Co. to Captain Sarasas “for immediate remittance 
after we have received payment on the letter of credit.’ 

Mr. Snetv. I know nothing about it. 

Mr. Brownson. You do not know whether that money was being 
paid to a Thailand party or whether it was being paid to an employee 
of the United States Government or whether it was coming back to 
Washington, or what was happening to it? j 

Mr. SNe. No, sir; I do not. 

Mr. Brownson. You have no knowledge at all 

Mr. Snewz. Absolutely no knowledge whatsoever. 

Mr. Brownson. Of the arrangements made in this letter between 
the Kian Gwan Co. and the Mae Lama Mining Co. ? 

Mr. Sneuu. None, sit 

Mr. Brownson. It is very interesting to see here in this breakdown 
under paragraph 3 that the Kian Gwan Co., which is selling the tung- 
sten, is getting 50 percent ; the Mae Lama Co. is getting 30 percent; and 
Captain Sarasas is getting 20 percent. 

Mr. Sne tt. It is interesting. 

Mr. Brownson. It would seem to indicate there is quite a profit 
in the tungsten business at the price we were paying. 

Mr. Snetx. I suppose they were referring to 50 percent of the 
profits, sir. 

Mr. Brownson. That is right; but when you split that profit three 
ways you apparently have a pretty good-sized profit. 

Did you ever threaten cancellation at any time unless Suchat 
purchased on the open market ? 

Mr. Snevu. No, sir; I have never at any one time, sir, ever given 
anyone permission, or advised anyone—when I say “anyone” I am 
referring to our contracts—to purchase, buy, or procure on the open 
market for shipment against our contracts. 

Mr. Brownson. With the exception of that one letter. 

Mr. Sneux. I did not authorize that. I said, “You could have. 

Mr. Brownson. Of course, if you said “You could have” in that 
letter and the terms of the contract remained the same, it would seem 
to me that the man quite logically would think if he could have in 
the past, he could do that in the future. 

Mr. Lantaff ? 

Mr. Lantarr. Was knowledge ever communicated to you that the 
U Tong Thai Co. had assigned their contract to the Kian Gwan Co., 
to which we have jus st been referring in this letter ? 

Mr. SNELL. No, si 

Mr. Lantarr. You ail no knowledge of that? 

Mr. Snetyi. No, si r: no knowledge of that 

Mr. Lanrs a ell, was the ore being ship ped under the U Tong 
Thai contrac t or by the Kian Gwan Co. ? 

Mr. Sneuu. No; it was being shipped under U Tong Thai’s contract. 

Mr. Lantarr. From whose warehouse ? 
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Mr. Snetu. I believe it was coming from the warehouse of Kian 
Gwan. I believe the documents will show—the inspection and weight 
certificates will show that. That isa matter of record, sir. ‘They were 
acting as shipping agent for the company. 

Mr. Lanrarr. They actu: uly shipped the ore, Kian Gwan? 

Mr. Sneuz. They actually handled the shipment; yes, sir. 

Mr. Lanrarr. Did you ever investigate to determine whether or not 
this contract entered into with U Tong Thai had been assigned to 
Kian Gwan ! 

Mr. Snetu. No, sir; I had no occasion to investigate that. 

Mr. Lanrarr. You did not look into that at all? 

Mr. Snetu. No, sir; I had no reason to, because I had no knowledge 
of any such thing. 

Mr. Lanvrarr, That is all I have. 

Mr. Brownson. Counsel, Mr. Kennelly, has a question. 

Mr. Kennetiy. What were your relations with Captain Sarasas / 

Mr. Sneti. Relations? Nothing except that he was a contractor. 
I did know—the name is Sarasas. I did know Captain Sarasas prior 
to my going to Bangkok in 1951. I met him in 1949; but 1 knew him 
very, very slightly. I just met him at a reception at the Chamber of 
Commerce in Thailand, Bangkok. 

Mr. Kennetty. What were you doing in Bangkok in 1949? 

Mr. Snetu. I was chief of a mission which was appointed by SCAP 
to tour through southeast Asia for the promotion and sale of Japa- 
nese rolling stock and automotive equipment. 

Mr. Kennexty. In how many businesses is Captain Sarasas en- 
gaged in Bangkok at the present time, to your knowledge ? 

Mr. Snetx. I do not know of any except the one, sir. 

Mr. Kennetiy. And that is what? 

Mr. Snetu. Yes, sir. 

Mr. Kennetiy. That is managing director of U Tong Thai? 

Mr. Snetx. That is the only one I know of, sir. 

Mr. Kennetty. Does he operate independently there as a broker, 
too? 

Mr. Sneuu. I could not say. 

Mr. Kennetty. Does he have any personal financial interest in any 
of these mines; do you know ¢ 

Mr. Sneix. Personal financial ? 

Mr. Kennetxy. Financial interest? Vested interest ? 

Mr. Snety. I am not familiar with that. 

Mr. Kennetty. Are you a social friend of Captain Sarasas ? 

Mr. Swetz. Well, I do not know. I have been out socially with 
the captain, yes. 

Mr. Kennetty. Did you ever visit Suchat Sucharitakul’s office in 
the presence of Captain Sarasas, with Sarasas / 

Mr. Snewu. His office? Yes, sir. 

Mr. Kennetty. No. Were you ever in Suchat Sucharitakul’s of- 
fice together with Captain Sarasas / 

Mr. Snetu. Yes, I have been. 

Mr. Kennety. For what reason was he with you; do you know? 

Mr. Snewu. I was in Chiangmai at one time when he was up there. 


That is northern Thailand, about 600 mailes north of Bangkok. 


Mr. Kennetuty. Who was there? 
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Mr. Snevi. You asked me if I had ever been in his presence in his 
office, and I said, “Yes.” 

Mr. Kennewiy. I am asking you if Captain Sarasas was ever with 
you when you visited the office of Suchat Sucharitakul of the Mae 
Lama mines. 

Mr. Swewx. I have just stated I was in his presence in Chiangmai. 

Mr. Kennetiy. With Sucharitakul and Sarasas / 

Mr. SNELL. Yes, sir. 

Mr. Kennetiy. All three there? 

Mr. Sneuu. Yes, sir. 

Mr. Kennetity. What were all three of you doing there at that 
time ¢ 

Mr. Snevy. I was up there with my wife over a weekend, and we 
just dropped into his office to see him and chat; that was all. There 
was not any business transacted or any business mentioned. 

Mr. Kenneuiy. Did you have any business relationships that in- 
volved Sucharitakul, Sarasas, and yourself ? 

Mr. Snewu. No, sir; none at all. 

Mr. Kennetry. Did you ever send Captain Sarasas to Suchari- 
takul’s office for any purpose / 

Mr. Snetu. No, sir. 

Mr. Kennetiy. Did you ever ask Captain Sarasas to propose to 
Sucharitakul that he buy some of the ore Sarasas could get for him, 
to meet the Mae Lama contract / 

Mr. Snewu. No, sir. 

Mr. Kennexiy. Did you ever have any indication as long as you 
were staying in Bangkok that there had been any collusion, fraud, 
bribery, or any other type of crime on the part of a person of any 
nationality in connection with any of these American contracts? 

Mr. Snetu. No, sir; I never ran across anything to indicate that. 
The only thing that I would even classify that was close to that was 
the fact that I had detected the one incident that occurred with Yi ip 
In Tsoi on the ore which was purchased from the mines department. 
I contacted him at that time when the ore was not shipped on that 
contract. I would not call that collusion, particularly. 

Mrs. Sr. Grorce. Mr. Snell, when you first went to Thailand for the 
purpose of furthering the purchase of tungsten for the United States, 
were you given the impression that we were in very dire need of this 
metal and that it was most important we should get it and as much as 
possible ? 

Mr. Snewu. I think that I gathered that impression; yes, whether 
it was meant for me to gather it that way or not. 

Mrs. Sr. George. My point in asking the question is would it not, 
therefore, have been more or less possible for you to have been willing, 
and for others to have been willing, to see to it that some tungsten was 
purchased outside these regular channels in order to further the agree- 
ment ¢ 

Mr. Snextt. I did on occasion have spot parcels offered to me and I 
conveyed that information back to Tokyo, and I believe that I was 
informed we had no provisions at that particular time. Whether that 
was momentarily or not, I do not know—making spot purchases. 

Mrs. St. Grorce. So it was your understanding we could never pur- 
chase these spot amounts anywhere under any conditions ? 





we 


CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND Q7 


Mr. Snevy. At that particular time. I do not know whether that 
was a momentary condition or not. 

Mrs. Sr. Groree. Mr. Snell, you left there in May, did you not ? 

Mr. SNeuu. Yes. 

Mrs. Sr. Groree. We have a statement here under date of May 11 
which says: 

At the present time, the Mae Lama Mining Co. is making monthly deliveries 
of wolframite ore to GSA in amounts in excess of three times the actual produc- 
tion of the mines under contract. 

That would seem to indicate that a great deal of wolframite is being 
purchased outside regular channels, and did this all happen without 
anyone’s attention being called to it ? 

Mr. Sneti. Well, I would say yes, it did, if that is what happened. 

Mrs. St. George. It is a very large industry. 

Mr. Snewt. If that is actually what happened, yes. 

Mrs. Sv, Georce. It was a large industry that grew up. 

Mr. Snevi. We were receiving from the mines department certifi- 
cates with the particular ore indicating as being all from the produc- 
tion—and I do not know whether it said particularly all—of the Mae 
Lama mines. That, in my opinion, is an authentic, reliable doctrine 
or document. 

Mrs. St. Grorce. You accepted those certificates ? 

Mr. SnNeuu. In good faith. 

Mrs. Sr. Grorce. As far as you were concerned ¢ 

Mr. Snextu. In good faith. 

Mrs. Sr. Grorce. I have asked this question before. Do you know 
any of these people who were at the head of these four companies? 
What were these four companies? What type of companies were they ? 
Were they composed of stockholders or were they private companies, 
or what were they ? 

Mr. Snetu. I presume that the limited companies were stock com- 
panies. 

Mrs. Sr. Grorcr. You would not say that you knew that? 

Mr. SNELL. No; I do not know it asa fact. 

Mrs. Sr. Grorce. In other words, you are working with four com- 
panies thi at you really did not know much about; is that a fair state- 
ment ? 

Mr. SNELL. Except by reputation. 

Mrs. Sr. Grorer. You were over there on the spot, but you did not 
actually know their board of directors, their chairmen, their presi- 
dents, and so forth? You could not put your finger on them and say, 
“This man is the head of that company ” 

Mr. Sveti. I knew Mr. Yip and | knew Suchat and Mr. Sarasas. 

Mrs. Sr. ( rTEORG E. Sarasa is, Was he the head of one of the e ompanies 4 

Mr. Snevi. He was the managing director of one of the companies. 

Mrs. Sr. George. On the whole, the operation was pretty vague, not 
only in your mind, but I gather in the minds of everyone else. 

Mr. SNELL. 1 do not quite know what you mean when you say 
“vacue,.” 

Mrs. Sr. Grorce. When you said that you knew them by reputation 
or hearsay, I do not consider that as exactly knowing them. I mean 
that no one sat down with these people, man to man, and was able to 
say, “This is such and such a company, and I know so and so, and I 
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know what their position is.” Their positions all seem to be very 
vague. I cannot make out whether Mr. Yip was talking for himself 
or whether he was talking for the stockholders, or what his position 
was. 

Mr. Snewty. I feel that there are possibly some other people that 
have an interest inthe company. That is all hearsay. 

Mrs. Sr. Grorce. That is what I mean when I say it is more or less 
hearsay. They are not like a company in the United States where you 
definitely know who is in the company and who is responsible; is that 
not a fair statement ? 

Mr. SNELL. Yes. 

Mr. Meaper. Mr. Snell, was it your understanding of these contracts 
that one of their major objectives was to expand the mining facilities 
for tungsten in Thailand? 

Mr. Sneti. That was my general wnderstanding, that they were to 
develop their mines. 

Mr. Meaper. In other words, the purpose of entering into these 
long-term contracts with these companies was to encourage them? 

Mr. SNetu. That is correct. 

Mr. Meapver. To get machinery and to develop their properties so 
as tocreate a large source of tungsten ? 

Mr. Snevv. I cannot say particularly “machinery,” but the idea was 
to develop the mines; yes. 

Mr. Meaper. Was that done? 

Mr. Snetu. Physically, I have never seen it. I could not say. I 
have never seen it with my own eyes. 

Mr. Mraper. Do you have any other means of ascertaining whether 
or not these properties have been developed 

Mr. Snevv. Just hearsay that the Mines Department advised me 
that the Mae Lama had procured equipment for the development of 
their mines. 

Mr. Meaper. I would like to read a passage from what the Embassy 
says. 

The Embassy believes there has been little capital improvement at the Mae 
Lama Mines, including the installation of heavy equipment, even during the 
course of the GSA contract. The Mae Lama Mining Co., claims, however, to have 
invested over baht 6 million in machinery for the Mae Lama mines since the GSA 
contract was signed. As no United States Government employee, including the 
local EPS representative, has visited the mines since the signing of the contract 
2 years ago, the extent to which the mines have been improved would be difficult 
to substantiate at this time. 

Mr. Snetu. That is a statement they make. They do not know it, 
and I do not either, except what I have been told by the managing di- 
rector and the Mines Department. That is secondary information. 

Mr. Meaper. Here is what bothers me a bit, Mr. Snell. I understood 
from your testimony that the principal purpose of your being in Bang- 
kok on behalf of the Emergency Procurement Service was, first, to 
negotiate some of these contracts; second, to see about their perform- 
ance, and whether or not they were living up to the contracts. That is 
your testimony. There were two things that were involved. One was 
whether or not they were selling the United States ore or tungsten, 
which they did not themselves produce but bought on the open market, 
and the other was whether or not we were accomplishing our objective 
and developing the mine properties so that we would have a more de- 
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pendable source for tungsten in the future. But you seem to have 
nothing but hearsay on which to base any judgment you exercised in 
respect to the performance of these contracts, and I wonder was there 
not something else you could have done to find out about these things 
rather than just g go on assumption or hearsay, or guesswork ¢ 

Mr. Snewi. Mr. Meader, the only authentic source I would say of 
that type of information I could obtain was from the Mines Depart- 
ment. I never physically got out into the field. I never went to the 
field. Had I gone tothe field I probably could have seen a little bit, but 
how much, and what evaluation I could have put on the mining is 
problematical because that type of mining in Thailand is not “the 
same as we would have here. There is an awful lot of surface mining 
down there. My ability to put an evaluation on that progress as far 
as development is concerned I would say is very limited. I am not a 
mining engineer, sir. 

Mr. Meaper. You had frequent contacts with these contractors, did 
you not ¢ 

Mr. Snewu. Yes; I did. 

Mr. Meaper. You could have asked them to give you a report on 
what they had done in expanding their properties. 

Mr. Snetv. That frequently took place. I would ask for informa- 
tion from them. 

Mr. Meapver. Did they ever give you any memoranda, reports in 
writing, as to just what they hs id done to improve their properties, or 
did they give you any records of expenditures they made? 

Mr. Sneut. I believe in my records—and I am not sure of all the 
details—that Mae Lama did give me, I believe, a letter stating that 
they had purchased equipment for the development of their mines. 

Mr. Meaper. What kinds of things did they buy, and did they show 
you the records and the invoices? 

Mr. Snetu. Primarily pipe and pumps, I believe it was, sir. 

Mr. Meaper. Were you familiar with the 1951 report of the Depart- 
ment of the Interior, Geological Survey ? 

Mr. Snetu. I had a copy of that. I believe that is the one that I had. 

Mr. Meaper. I will quote one passage from it about the Mae Lama 
mine: 

Most of the production of Mae Lama mine comes from coluvium, outcropping 
veins which are mined to an average depth of 5 meters. Some crosscuts have 
been driven as much as 30 meters into the veins. Mine laborers drill, crush, 
and pan the ore for the most part by hand and sell it to the lessee. The cost of 
production was about two-fifths of the market price prevailing in 1950. 

Are you familiar with their methods of mining? 

Mr. Snewt. I am familiar with their methods of mining in that I 
did talk to Mr. Riker. I do not know exactly what his title is, but 
he is connected with the MSA in Sainetiek. and evidently he is a min- 
eral man. Mr. Riker had been up to the mine. He told'me that their 
methods of mining were rather primitive compared to our methods 
of mining. 

Mr. Mraper. It was your understanding I gather from your pre- 
vious statement, it was our purpose to modernize and improve their 
methods of mining. That was one of the objectives of this long-term 
contract. 

Mr. Snety. Yes; that is it. 
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Mr. Meaper. What I would like to know is what you did speci- 
fically to ascertain whether or not that purpose was being accom- 
plished, and in that sense whether the contracts were performed. 

Mr. Sneuu. Physically I did nothing in that respect. Even if they 
had developed their mines—which physically I do not know, I have 
not seen them—I would say, sir, even at that they would have primi- 
tive methods compared to ours. 

Mr. Meaper. So whether or not that objective of this procurement 
has been accomplised, you do not today know ? 

Mr. Snety. No, sir, I do not know. I have never visited the mines. 

Mr. Meaper. Do these companies have Bangkok oflices, or repre- 
sentatives stationed in Bangkok? 

Mr. Snetu. Yes, offices, or representatives. 

Mr. Meaper. I am not sure whether you said that they did or did 
not furnish you any written reports on what they had done to expand 
and de velop their properties. 

Mr. Sneutx. The only one that I can recall, sir—and I believe that 
I mentioned it a moment ago—is from the Mae Lama mines. I be- 
lieve that Mae Lama did give me some written report of what they 
were procuring for development of the mine. I think it was generally 
classified as pipe. 

Mr. Meaper. Outside of that you do not recall any such reports ? 

Mr. Snr. No, sir. 

Mr. Meaper. And you did not, as I take it, request any such reports? 

Mr. Snewv. I did not, sir. 

Mr. Mraper. Were you aware that there was a great margin between 
the market price and the contract price of these four contracts during 
late 1952 and early 1953? 

Mr. Sneux. I had actually no production figures with which to 
compare that. 

Mr. Meaper. I am not talking about production. I am talking 
about the market price compared with the contract price. 

Mr. Snetu. Will you repeat the question, please? 

Mr. Meaper. Were you familiar with the market prices of tungsten 
during the time you were stationed in Bangkok? 

Mr. Sneutz. I had frequent information from Tokyo advising me 
on prices; yes. 

Mr. Mraper. Would you say that the market price in Bangkok 
fluctuated from about $67.50 per long-ton unit in January of 1952 
to as low as $44.90 per long-ton unit in April of 1953? 

Mr. Snetu. Would I say that? 

Mr. Meaper. Yes, from your familiarity with the market in 
Bangkok. 

Mr. Snetu. I would say approximately. At that time, I would say 
approximately. I know that it went down. 

Mr. Mraper. We were during all this time paying for deliveries 
under these contracts at the rate of $65 per long-ton unit. 

Mr. Sneti. Whatever the contracts called for. 

Mr. Meaper. Are you familiar with the contracts? You knew what 
they were paying for the tungsten ? 

Mr. Snetu. I knew the prices. 

Mr. Meaver. That was the gs ic cet 

Mr. Swetz. That is correct, 
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Mr. Meaper. In other words, we were paying about $20 over the 
market price in April of 1953 if the market price was about $45 and 
we were paying $65 ? 

Mr. Snevyt. That is correct, and when most of the contracts were 
made the market price was $70 something. 

Mr. Meaper. In other words, we were paying about half again the 
market price, maybe 40 percent over the market price on these con- 
tracts. That would be quite a field for a speculator to engage in, would 
it not ¢ 

Mr. Snevu. A speculator to engage in? 

Mr. Mraver. Yes, to buy it at “the market and sell it to the United 
States Government under these contracts at a markup of about 40 
percent would be quite an attractive field for an alert businessman to 
get into, would it not? 

Mr. Snetu. Perhaps. I would not, though. 

Mr. Mraver. Do you have any doubt about that ? 

Mr. Snevu. Do I have any doubt, sir? 

Mr. Meaper. Yes. 

Mr. Snetu. I do not know they were speculating. I never found 
any evidence they were speculating at the time I was there. What 
has transpired since then, what evidence has been brought out, I do 
net know. 

Mr. Meapver. What I am trying to get at is this: Here you were 
charged with the responsibility of administering these contracts and 
representing the United States and looking out after our interests 
in connection with them, and it is perfectly obvious that with a 
spread of the magnitude that I have indicated, or even a lesser 
spread, there would be a very attractive field for some alert business- 
man to get into and get the easy money; is that not true? 

Mr. SNELL. Yes. 

Mr. Meraper. And that fact which you knew, because you were 
familiar with the market, should have led you to see whether or not 
anything like that was going on at our expense, do you not think so? 

Mr. Swnewu. Sir, we were getting certificates from the Mines De 
partment as being authentic and correct and true from the Thailand 
Government. It would be just the same as any other government 
getting a certificate from our Department of Commerce. I have 
reliability in the Mines Department when they issue a certificate as 
being correct. I could not question it. 

Mr. Meaper. I just want to read another statement here from the 
Embassy study of this question. This is a table designated, “Esti- 
mate of excess profits by the Mae Lama Mining Co., an excess cost to 
the United States Government.” 

I will not read the whole thing. It is broken down by months 
showing the excess deliveries in long tons, the price paid by the 
“mergency Procurement Service, the open-market price, and then 
computation of the excess profit to the Mae Lama Co. and the excess 
cost to the United States Government. It shows excess deliveries of 
320.28 long tons at an excess profit to the Mae Lama Co. of $295,999, 
and an excess cost to the United States Government of that same 
amount. It would indicate that there is a rather sizable sum of 
money involved here which has been expended apparently very un- 
wisely so far as the Federal Government is concerned. I am won- 
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dering what you were doing while this was going on. It was your 
job to police’ the performance of these contracts to see that these 
excess shipments were not delivered to us. 

Mr. Snewu. My policing was limited. I could not go out into the 
field and physic is watch each one of these produc tions. I could not 
do much policing over there. I got these authentic certificates from 
the Mines Department. 

Mr. Meaper. Are you talking about a different certificate than the 
one you were spe: aking of a few minutes ago when you said that they 
were not reliable? You ail ak about certificates from the Mining 
Department that you relied upon. As I recall, a few moments ago, 
when I read some figures on production and sales, where it showed the 
company was selling more than it produced, you said, “The certificates 
were not reliable.” Now I understand that you relied upon the 
certificates from the Mining Department. 

Mr. Swe. I said that I had to rely on them as being authentic. 

Mr. Meaper. A while ago you said that you did not regard those 
certificates as accurate or reliable. 

Mr. Snetu. I was referring at that time to the field representatives 
in the Mines Department. 

Mr. Meaper. I read these statistics here a few minutes ago that 
seem to show that these companies were selling more to the United 
States, to your Emergency Procurement Service, than the official 
records of the entire Mining Department showed they produced, and 
you said then that you did not think the certificates were reliable. 

Mr. Sneuu. I beg your pardon. I think I said then if that was 
true, the certificates that were issued by the Mining Department were 
not correct. I said if that were true, the certificates issued by the 
Mines Department were not correct. 

Mr. Meaper. Are there two certificates? 

Mr. Snetu. No, sir. Originally we had the contractor to certify 
on the invoice that the ore was of Thailand origin. Then, beginning 
in January of 1953, we had certificates in the mines department stat- 
ing that the ore was of a production of a certain company mine, or 
certain mine leases, and that certificate of origin accompanied the 
documents which went forward with each shipment of each lot of ore. 

Mrs. Sr. Grorcr. You made a statement, I think, a few moments ago 
that you were obliged to accept these certificates. Why do you feel 
you were obliged to accept them, and why were you prevented from 
going into the field and really seeing the physic al properties ? Were 
you prevented from doing that, or did you just not wish to? 

Mr. Snetx. I would not say that I was prevented from going into 
the field. 

Mrs. St. Grorce. It obviously was not made very easy. 

Mr. SNELL. It was not easy traveling. 

Mrs. Sr. Grorce. I know it is not easy traveling. I have been there 
myself. : 

Mr. Snexx. Conditions in Thailand are jungles. It is not like it 
is here. 

Mrs. Sr. Groror. Is that the only reason you did not go? It was 
your personal feeling that you would rather not go? 

Mr. Snetu. I did want to go on two different occasions. 

Mr. St. Grorcr. That is what I thought. But you were unable, 
prevented by various agencies, let us say? 
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Mr. Sneuu. The last time I was prevented by the director general of 
the mines and the managing director of the Mae Lama Mining Co., 
who said they were not safe. 

Mrs. St. George. Did you have a feeling that they did not want 
you to go! 

Mr. Snetu. I did not have that particular feeling because I did 
know that there were some skirmishes on the border. How serious 
they were I could not say. 

Mrs. Sr. Grorer. They could have exaggerated that if they did 
not want you to go. 

Mr. Lantarr. Mr. Snell, the committee has in its possession a report 
on the matters about which you have been testifying, and I would 
like to read to you certain portions of that report and ask you to 
comment. One paragraph reads as follows: 

In order to get the point of checking the origin straight, I wish to mention 
that all ores are under very strict control of the department of mines, and even 
the smallest parcel would be accompanied at all times with a royalty reecipt 
and transportation permit. In former times the customs department checked 
these papers at the time the lot was cleared for export, and for instance, a 10- 
ton lot might have a larger number of such royalty receipts and transportation 
permits as the production in this country is literally split into * * *. As this 
was considered too cumbersome for the customs department, the department of 
mines now uses a summary export permit for lots to be cleared for export, re- 
taining and filing all the various receipts and permit pertaining to the par- 
ticular lot. As all of the relevant facts are very carefully documented, it is a 
simple routine matter therefore to check the origin of all shipments. 

That seems to be somewhat at variance with the information you 
have given us as to the impossibility of checking the origin of the 
shipments. 

Mr. Snetu. I do not know if that is particularly at variance. 

Mr. Lantarr. If that is true, then you could have checked the 
origin of all these shipments to determine 

Mr. Swett. With the mines department, yes. 

Mr. Lantarr. Did you make any attempt to look at the documents 
supporting the shipments? 

Mr. Snetxt. Physically, I did not, except that I received a certifi- 
cate from the mines department stating that it came from certain 
mines, certain areas, and was of Thailand origin. 

Mr. Lantarr. There is another statement in this report which is 
rather long. Perhaps from this brief portion of it you will under- 
stand what they are talking about: 





Shippers for Siam Factors are aware that the Mae Lama contract calls 
only for shipment of genuine Mae Lama ore. Siam Factors are using every 
possible means of persuasion in order to make shippers bear the risk of ship- 
ping in their names. The risk of shippers is considerable insofar as they 
obtain only 80-percent payment after Siam Factors have cashed against letter 
of credit, and have to wait for the 20-percent balance until the goods have 
been taken over at destination. Siam Factors’ argument toward shippers is 
that they are fully protected through a 2-percent pipeline which runs directly 
to Washington and that Mr. Snell has to take orders from above. 


Do you know anything about that statement ? 

Mr. Snetu. No, sir. 

Mr. Lantrarr. We have heard of $2 before and now we hear of 
2 percent. Did you hear any rumors to that effect while you were 
in Bangkok ¢ 

Mr. Snevui. I might say that I do not believe that Siam Factors 
have enough money to buy a hinge for a door. That was my im- 
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pression of Siam Factors. They were a very, very poor company from 
what I gathered. 

Mr. Lantarr. Did you know they were representatives of the Mae 
Lama Mining Co. ? 

Mr. Sneti. Yes, they were acting as shipping agent for the Mae 
Lama Mining Co. when I arrived at Bangkok. 

Mr. Lanrarr. If they were representing the Mae Lama Mining 
Co., that company had a pretty substantial contract with the Govern- 
ment; did it not? 

Mr. Sveti. Yes. They acted only as a shipping agent. 

Mr. Lantarr. With regard to the statement here that you were 
acting under pressure from above, the statement that I read to you 
a moment ago, I would like to ask whether or not you had any such 
pressure from above, to your knowledge? 

Mr. Sneuu. I never heard of any such pressure. It is supercilious. 

Mr. Lantarr. With reference to the Mae Lama mine, were you 
familiar at the time you entered into the contract with them that the 
original Mae Lama mine had been exhausted ? 

Mr. Snexu. I did not enter into the contract with the Mae Lama 
mines. That was in force when I arrived in Bangkok. 

Mr. Lantarr. Which contract did you enter into? 

Mr. Sneti. The contracts that I actually finalized negotiations on 
were the Yip In Tsoi, the U Tong Thai, and the Pradit Trade & 
Industry Co., Ltd. 

Mr. Lanrarr. In connection with that contract, do you know 
whether or not this statement is true? 

The producer status of Yip In Tsoi is also open to doubt as this firm obtains 
its most of their own production of wolframite ore as a byproduct of tin 
separation. 

Mr. Snevy. I do not know about that, sir. I could not say. I under- 
stand there is tin from some tungsten production, but I do not know 
about the reverse. 

Mr. Lantarr. Did you negotiate the U Tong Thai contract ? 

Mr. Snewu. Yes. 

Mr. Lantarr. Do you know whether or not this statement is true? 

The producer status of U Tong Thai is most doubtful. According to informa- 
tion we have received they have just scratched the surface of two mines which 
they are supposed to control. From what I hear they do not have sufficient 
capital to finance a large-scale purchase of wolframite ore and are operating 
in this respect with a well-known concern, Kian Gwan Co., Ltd., who are said to 
finance the local purchases which are shipped under the United States contract. 

Mr. Sneiu. I could not verify that. 

Mr. Lanvarr. All this information that I have read to you with 
reference to the status of these companies with which we negotiated 
contracts is all new information to you? You had not heard of any of 
this information before ? 

Mr. Sneiy. Do you mean their financial status? 

Mr. Lanrarr. And their status as producers. 

Mr. Sneti. From what I understand, Yip In Tsoi has been shipping 
tungsten for a number of years from Bangkok. Shortly after I ar- 
rived in Bangkok a Mr. Branning, who is now deceased, was the 
manager of the R. J. Del Pan Co. They are inspectors and surveyors. 
Mr. Branning told me—and he was in the same building with the U 
Tong Thai Co.—that Mr. Sarasas had some mines, tungsten mines, 
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in the south. I do know that. I say that I know it. I had that in- 
formation from Mr. Branning. I asked Mr. Branning at the time 
if he knew anything about the financial structure of U Tong Thai. 
He stated that he did not know much about their financial status. 
However, he said that I could go to the bank and check. I was never 
able to get the information from the bank on that company. They 
would not give any information out. I do not think the banks have 
financial statements from any of the companies. 

Mr. Lanvtarr. Is it true that the total amount of tungsten con- 
tracted for under the four contracts call for deliveries far in excess 
of the total tungsten production in Thailand in the year before and 
therefore could not possibly have been consummated or carried out 
without other procurement in the open market, or without following 
through on the program that Mr. Meader inquired about as to the ex- 
pansion of their mines? 

Mr. Snetvu. I do not know about that because the Mae Lama con- 
tract, as near as I can recall, was about 600 tons a year. I think that 
the U Tong Thai was another 50. 

Mr. Lantarr. The Mae Lama contract originally called for the de- 
livery of 2,000 long tons over a 3-year period. 

Mr. Snewu. I am referring to it before it was reduced. I am divid- 
ing it into a 3-year period. As 3-year contract would have been six- 
hundred-and-some-odd tons per year. The U Tong Thai was approxi- 
mately 150, and the first year of Yip In Tsoi, I do not recall that figure. 

Mr. Lanrarr. Mae Lama was to deliver in excess of 600 long tons the 
first year, and yet delivered about 100 tons; is that correct ? 

Mr. Sneu. I am not too sure about that. They did deliver a small 
amount. 

Mr. Lantrarr. Getting back again to the statement that I originally 
made that the four contracts together called for tungsten shipments 
far in excess of the production of the whole of Thailand, did it not, 
for the year before ? 

Mr. Snecu. Possibly the year before, but I think the potentials and 
the expected production—you see, their production before the war hit 
a pretty high figure at one time. I do not have the figures now, but I 
think they went up either before or right after the war to about 1,500 
or 1,600 tons in 1 year. The potential was there, as far as I could see. 

Mr. Lanvarr. The original Mae Lama mine had been exhausted, 
had it not? 

Mr. Snexu. I do not know where the original mine was. I cannot 
say. 

Mr. Kenney. Some parts of this testimony I do not quite under- 
stand. Mr. Meader was pointing out that a lot of it seems very improb- 
able, say, for example, there were no instructions when you went to 
Bangkok, that you remember, that the contracts were to be with pro- 
ducers. You do not follow up and police these contracts as far as 
going to the mines was concerned because (1) it was a long distance 
and (2) you apparently had instruction to stay in Bangkok. You do 
not seem to be able to get information from the mines department 
perhaps because they were uncooperative. Now, I would like to get 
back to the question whether there was any kind of pressure on you 
by anyone. We are going to have another witness here who had some 
indication that his life was threatened while he was in Bangkok. Was 
there any pressure on you from Thailand sources in any way ? 
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Mr. Snetu. No pressure whatsoever. I might say, going back to 
the first remark you made, I do not believe I testified definitely that I 
did not get instructions. I said that Iam sure I got some instructions 
from Washington, but I did not remember the exact wording of them. 
I did get some in Tokyo, I am sure, but I do not exactly remember the 
words. 

Mr. Kennetiy. At least, no one has produced any written instruc- 
tions you might have gotten and seen them to date? 

Mr. Swetu. I do not recall any written instructions, but I got a 
general idea of what my mission was by talking to the people. 

Mr. Kennewiy. Did you just testify that Captain Sarasas had 
some mines in south Thailand ? 

Mr. Swetz. Whether he had them in his own name I do not recall. 
I do not recall saying that. 

Mr. Kennewzy. That is what I want to clear up. Who did own the 
mines? 

Mr. Snetu. At the time that I talked to Mr. Sarasas about the con- 
tract he told me that the Queen Mother was a direc tor in the company, 
or had an interest in the company of which he was the managing 
director and had these leases, and that his uncle had mine interests 
down there in southern Thailand and that is where the production of 
the ore was to come from. 

Mr. Kenne tty. Captain Sarasas was acting in behalf of the Queen 
Mother? 

Mr. Snetzi. From what he told me she was a director in the company 
of which he was managing director, and he was acting in her behalf; 
yes. 

Mr. Kennetiy. Did I not ask you before whether or not you knew 
anything else about Captain Sarasas’ business connections other than 
the fact he was managing director for U Tong Thai Co., and you told 
me you did not have any additional information ? 

Mr. Snetu. That is correct. 

Mr. Kennetty. Now you remember he was representing perhaps 
another company ? 

Mr. Snevu. No; he was representing no other company. I did not 
make that statement. 

Mr. Kenne ty. First you talked about his mines in the south and 
in answer to a question by Mr. Lantaff, certainly he must have been 
connected with some mines in the south other than the U Tong Thai 
Co. 

Mr. Snetx. I was referring to the company. If I did say his mines, 
I meant to say the company mines, U Tong Thai. 

Mr. Kenne ty. Are the mines that the Queen Mother has an inter- 
est in the U Tong Thai mines? 

Mr. Snewu. Yes. 

Mr. Kennetriy. They are the same mines? 

Mr. Sneuz. As far as I know; yes. 

Mr. Kennetiy. How do you account for the fact that the list that 
you received, either from the Embassy or the department of mines, 
said that there were no mines listed in the name of U Tong Thai? 

Mr. Snetx. I think that is quite possible because I have heard of 
companies that have—and I received this information direct from 
the mines department; I asked the question myself—issued mine 
leases in individual names and not in a company name. Whether 





CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 107 


that is an actual fact I cannot say. Individual names may be asso- 
ciated with a company where they have subleased to a particular 
company. 

Mr. Kenney. I asked you before whether you had very much 
social contact with ¢ Captain Sarasas and I got the impression that 
you said “not much.” Is it not true that you were socially in the 
company of Captain Sarasas on quite a few occasions; that you went 
to parties that he had, and things of that nature? 

Mr. Snevy. I went to Captain Sarasas’ wedding at his home. It 
was not actually a wedding; it was a reception. I think perhaps I 
had dinner with him a couple of times when I was there. 

Mr. Kenne.iy. At any time while you were in Bangkok, did you 
receive an improper offer of money from anybody, of any nationality, 
to do anything in connection with these contracts ? 

Mr. SNELL. No, sir. 

Mr. Meaper. Are there any further questions of this witness ? 

The Chairman has not returned, so we are not just sure what the 
program will be for the evening, and I suggest that we take a 5-minute 
recess to determine whether we will hear another witness. 

Mr. KENNELLY. I would like to note, before the recess, that a quo- 
rum was present at the beginning of this session. 

Mr. Meaver. The committee will stand in recess until 7:30 p. m. 
this evening. 

(At 4:50 p. m., a recess was taken until 7:30 p. m., of the same 
day.) 

EVENING SESSION 


(The International Operations Subcommittee of the House Com- 
mittee on Government Operations resumed its hearing at 8 p. m., in 
room 1302, House Office Building, Hon. Charles B. Brownson (chair- 
man) presiding.) 

Mr. Brownson. The International Operations Subcommittee of the 
House Committee on Government Operations will come to order. Mr. 
Perlman, will you please call the roll ¢ 

Mr. Pertman. Congressman Brownson. 

Mr. Brownson. Here. 

Mr. Pertman. Congressman Meader. 

Mr. Mreaper. Here. 

Mr. Pertman. Congressman Judd. 

(No response. ) 

Mr. PertMan. Congresswoman St. George. 

Mrs. Sr. Grorce. Here. 

Mr. Pertman. Congressman Lantaff, 

Mr. Lanrarr. Here. 

Mr. Pertman. Congressman Holtzman. 

(No response. ) 

Mr. Pertman. Congressman Dodd. 

( No response. ) 

Mr. Brownson. The Chair notes that a quorum is present. 

\t this time I would like to ask unanimous consent that exhibits 5 
to 14 be inserted in the record at this point, or such other point as the 
sti a may feel relates to the testimony which has been given; and 

ithout objec tion it is so ordered. 
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FURTHER TESTIMONY OF ALVIN B. SNELL, FORMER EMERGENCY 
PROCUREMENT SERVICE REPRESENTATIVE AT BANGKOK, 
THAILAND 


Mr. Brownson. You were sworn, Mr. Snell, this afternoon. 

Mr. Snewu. Yes. 

Mr. Bromnson. Mr. Snell, in your summary of your operations over 
the last few years, you gave us, I think, the date you were with the 
Central Intelligence Agency. 

Mr. Sneui. No,I didnot. I just said prior to coming with the Gen- 
eral Services Administration. 

Mr. Brownson. What was the date ? 

Mr. Sneww. I believe it was about the middle of June of 1951 that I 
went with the Central Intelligence Agency. 

Mr. Brownson. And you remained with the Central Intelligence 
Agency until when ¢ 

Mr. Sveti. Approximately, I think, the 9th or 10th of November 
1951. 

Mr. Brownson. And you then went over to the General Services 
Administration ¢ 

Mr. Snetu. That is right. 

Mr. Brownson. May I ask how that transfer came about? 

Mr. Snexx. Well, I had previous sly talked to the Emergency Pro- 
curement Service about employment at the time I came back from 
Japan, or shortly after I came back from Japan, and they did not have 
anything de finite at that time. In the meantime this opening came up 
W ith the Central In telligence Agency and I went with them. However, 
I had wanted to go back to the East again, and so when the opportunity 
came up with the General Services Administration I transferred from 
the Central Intelligence Agency to the General Services Administra- 
tion. , 

Mr. Brownson. You knew people, then, that were in the Emergency 
Procurement Service ?¢ 

Mr. Swetz. I had had slight affiliation—I did not know him too 
well; I had seen and talked to Mr. Hoffnauer; he was the only one I 
had seen before. 

Mr. Brownson. Had you talked to Mr. Hoffnauer prior to your go- 
ing with the Central Intelligence Agence y, or somebody in W ashington 
that knew about the possibilities of getting this job¢ 

Mr. Sneti. Someone I talked to in Washington ? 

Mr. Brownson. Yes: you said prior to going with the Central In- 
telligence Agency you explored the possibility of going with the 
Emergency Procurement Service. 

Mr. Snevi. Yes, I talked to someone in the Emergency Procurement 
Service. 

Mr. Brownson. And you talked to them several times? 

Mr. Snevi. Yes: I left an application with them. 

Mr. Brownson. In the meantime you also talked with Mr. Hoff- 
nauer? 

Mr. Swett. No: Mr. Hoffnauer was in Tokyo. 

Mr. Brownson. He was in Tokyo? 

Mr. Snectt. Yes. [wasin Washington. I knew Mr. Hoffnauer very 
slightly when I was with the Foreign Trade Division of SCA P— 
Supreme Commander Allied Powers in Tokyo. 
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Mr. Brownson. How did you happen to meet Mr. Hoffnauer in 
Tokyo; what was your relationship with him? 

Mr. Snewu. I believe Mr. Hoffnauer was in some way connected with 
the Korean oflice of the Government. I do not know just what title 
he had; maybe Mr. Hoffnauer could clarify that. He was stationed in 
Tokyo, and he had something to do with the military government, in 
some aspect. 

Mr. Brownson. And at that time you were stationed in Tokyo—— 

Mr. Sneutyi. I was Chief of the Machines and Consumer Durable 
Goods of the Foreign Trade Division, yes. 

Mr. Brownson. And was it in connection with that job you met Mr. 
Hoffnauer, or how did you happen to meet him first ? 

Mr. Sneuu. It was in connection with that job that I came in con- 
tact with him. 

Mr. Brownson. How well do you know him ? 

Mr. Snetu. I do not know Mr. Hoffnauer but very slightly, just by 
name. I do not know that Mr. Hoffnauer even remembers me; he may 
or may not, but I knew him very slightly. 

Mr. Brownson. Did you know him socially at all? 

Mr. SNELL. No. 

Mr. Brownson. When you left the Central Intelligence Agency to 
go back to the Emergency Procurement Service, was that prior to 
ying back to—— 

Mr. Snevi. The Far East, yes; I was very much interested in the 
Far East, and I wanted to go back. 

Mr. Brownson. Did you ever try to get an assignment in the Far 
East with the Central Intelligence Agency? 

Mr. SNELL. I would rather not answer that question. 

Mr. Brownson. For security reasons ? 

Mr. Sneuu. Yes. 

Mr. Brownson. How long was it after you went with the Emer- 
gency Procurement Service that you were asigned to Bangkok ? 

Mr. Snextu. I knew I was going to be assigned there when I went 
with them. 

Mr. Brownson. That was a part of the arrangement ? 

Mr. SNELL. Yes. 

Mr. Brownson. You wanted to go to Bangkok. Who did you talk 
to there at the time you were employed by Emergency Procurement 
Service ? 

Mr. SNELL. Principally, Mr. Cleveland. However, I had talked to 
Mr. Walsh earlier, some months or weeks earlier, prior to my being 
employed by Emergency Procurement Service, and he turned me over 
to Mr. Cleveland. 

Mr. Brownson. And who was Mr. Cleveland ? 

Mr. Snevti. Mr. Cleveland is the Administrative Officer of the 
Emergency Procurement Service. 

Mr. BROWNSON. You felt Mr. Cleveland was the one to finally 
approve your employment in the Emergency Procurement Service? 

Mr. SNELL. I could not actually say that; I do not know. 

Mr. Brownson. Is that Mr. Cleveland the same Mr. Cleveland who 
is now in the Mutual Security Administration ? 

Mr. Watsu. No. 

Mr. Snewy. I do not know about that. 

Mr. Brownson. Harlan Cleveland ¢ 
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Mr. WatsH. No. This refers to H. C. Cleveland. 

Mr. Brownson. Do you have a job description available; or could 
you give us a general description of the job of your assignment to 
Bangkok ?¢ 

Mr. SNELL. It was a very lengthy job description; I do not have it 
with me at the moment. 

Mr. Brownson. Could you sum up what you think it would be and 
then supply the rest ¢ 

Mr. Snewu. The overall general summary was that I was to be the 
supply representative in Ba angkok for the purpose of procurement of 
strategic and critical materials there; also that I was to work in 
close connection with the Mutual Security Administration group, 
what was known as STEM—Scientific Technical Economic Mission— 
and assist them in their overall program they had outlined. 

Mr. Brownson. Mr. Walsh, I wonder if you could provide us with 
the job description ¢ 

Mr. Wausu. Yes; I can. 

Mr. Brownson. I ask unanimous consent that the job description 
of this position occupied in Bangkok be inserted in the recerd at this 
particular point, and be labeled as exhibit 17. 

(The exhibit referred to follows:) 


ExHIsir 17—PosITION DESCRIPTION—SUPPLY REPRESENTATIVE GS-14, BANGKOK, 
THAILAND 
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Serves as Manager for the Bangkok, Thailand Branch Office of the Far East 
Office of the Emergency Procurement Service located at Tokyo, Japan, This 
office is one of the several Branch Offices of EPS located at ECA STEMS 
(Special, Technical, and Economic Missions) at strategic points throughout 
the Far East which have the dual purposes of procuring program items for 
industrialization and rehabilitation of participating ECA countries in the area, 
and the development of new sources of supply for and the procurement of stra- 
tegic and critical materials for shipment to the United States for inclusion 
in the National Stockpile. 

The office looks to the STEM for administrative support. It is the responsi- 
bility of the Manager to establish and organize the office, setting up sound oper- 
ating and administrative procedures and practices for the efficient and econom- 
ical administration of the programs, and blending the operations with estab- 
lished programs of ECA. 

As an expert Supply Representative, the Manager acts in an advisory capacity 
on procurement and supply matters to the STEM and purchases program items 
scheduled by ECA for procurement for countries through the Far East for 
which ECA has designated the Emergency Procurement Service as its procure- 
ment agent. In this capacity, the Manager (1) receives advance notices from 
ECA as to commodities scheduled for importation into Thailand for the purpose 
of advising the Mission in preparation and formulation of complete and accurate 
specifications, estimated price, delivery periods, and most favorable procure- 
ment source of each commodity. Develops such information on own initiative 
and through use of resources of the Marketing Specialist in the EPS-Tokyo 
Office; (2) maintains current standing specifications file and any additional 
pertinent information necessary to render proper assistance in preparation 
of specifications to provide for firm requests involving procurement by EPS- 
Tokyo and EPS-Washington; (3) keeps abreast with scheduled imports for 
Thailand through regular commercial channels, advises the STEM of the 
arrival or estimated time of arrival of all commodities included on the ECA 
Import Program for Thailand and other participating countries in order that 
the STEM may procure selected items locally through the EPS office; (4) ad- 
vises EPS-Tokyo upon local availabilities, specifications, and prices of program 
items so that office may advise other ECA Missions in the Far East on such 
matters in order that these commodities may be properly programmed for pro- 
curement; (5) on the basis of Purchase Authorizations issued by ECA, pur- 
chases by bid solicitation, contract negotiation, or spot-purchasing methods all 
commodities scheduled by ECA for procurement in Thailand; (6) expedites 
procurement by EPS-Tokyo and EPS-Washington by relaying inquiries and 
pertinent information, such as clarification of specifications, from the Bangkok 
ECA Mission directly to the appropriate procurement office; and (7) assists 
ECA Missions, EPS-Tokyo, and EPS-Washington in arranging transshipments 
of commodities arriving in Thailand. 

_ The Manager works in extremely close collaboration with the United States 
Kmbassy, the ECA Mission, as well as representatives of friendly countries in 
conducting continuing studies concerning availability of strategic and critical 
materials from established and new sources of supply within Thailand or sur- 
rounding areas. Purchases of strategic and critical materials are generally 
cleared in advance with EPS-Tokyo and/or EPS-Washington, however, the 
Manager negotiates and executes contracts for the purchase of these materials 
without reference to these offices in instances where delay might otherwise 
cause the loss of advantage as far as availability and prices are concerned. 
He expedites delivery and assists EPS-Tokyo and EPS-Washington in arranging 
transshipments of strategic and critical materials. 

Previously, procurement of materials and commodities from the Bangkok 
area for Thailand and for export to the participating countries in the Far 
fast has been accomplished by the ECA STEM in Bangkok. This office is 
being established at the request of the Economic Cooperation Administration 
to provide more experienced purchasing personnel and more efficient and eco- 
nomical procurement methods based upon the experience of EPS in this field. 
It is recognized that under existing conditions many procurements opportunities 
have been missed and that more expert purchasing by EPS will enable the 
United States Government to obtain materials that would not be available 
otherwise. 

An example of procurement opportunities of strategic and critical materials 
in the Bangkok area is the current situation in respect to extremely scarce 
tungsten. Considerable amounts of this material originates in Thailand or 
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flows through Bangkok from surrounding countries. In the past, EPS has 
depended upon an official of the Reconstruction Finance Corporation office in 
Bangkok to procure as much as possible of this material for the Stockpile. 
Due to the political situation in the Far East, the competition for materials 
by representatives of other countries, and the fact that materials are often 
available from other than regular sources, it is necessary to establish local 
contracts and private pipelines of supply on this and many other materials. 
It is felt that having on-the-spot representation will permit the EPS to obtain 
considerably larger amounts of strategic and critical materials than those that 
had been made available in the past. Other materials to be procured from 
this area are antimony, tin, coconut oil, palm oil, castor oil, pepper, and cinchona, 
The Supply Representative will also act in a liaison capacity with the agents 
who are buying rubber for EPS from Thailand sources under the Defense 
Production Act of 1950. 

The Far Eastern Program of the Emergency Procurement Service has for 
its objectives the procurement for Economic Cooperation Administration of 
materials and equipment required for the rehabilitation and industrialization 
of recipient countries of governmental or industrial use and for stockpiling for 
use in times of national emergency. The success with which the Supply 
Representative accomplishes his work in connection with these objectives is 
of key importance to the Economic Cooperation Administration programs for 
the Far East and to the current military and industrial defense production 
activities as well as to the future military and industrial needs of the United 
States in times of further emergency. 

The Supply Representative reports to and receives general guidance and 
assignments from the Manager for Asia. Assignments are made primarily in 
terms of objectives to be attained, policy matters to be considered, and important 
high-level clearances to be obtained. Otherwise, the incumbent plans and 
develops his work on the basis of his own judgment and initiative. Guides 
consist of information and data referred by the Service, Economic Cooperation 
Administration, the Department of State, or other Federal departments and 
agencies as to needs for materials and equipment for Economic Cooperation 
Administration recipient countries and for needs for materials in deficient supply 
in the United States, as well as operational and administrative issuances from 
the Administration, Service, Economic Cooperation Administration, Depart- 
ment of State, Bureau of the Budget, and the General Accounting Office. These 
guides, however, only provide a general frame of reference and, due to the 
extreme complexity of the political and supply situations in the area, must be 
continuously supplemented by his initiative, independent judgment, and resource- 
fulness. His responsibilities require consistent application of mature, balanced 
judgment, as well as thorough knowledge and appreciation of the objectives, 
significance, and scope of the programs. He must also possess an understanding 
of personalities, functions, and facilities of the Emergency Procurement Service, 
the Economic Cooperation Administration, and the Department of State, and 
have the ability to work harmoniously with representatives of those agencies. 
Through experience and study, he must become familiar with the peculiarities 
of local suppliers and the unorthodox sources of supply within the area, and 
must develop the ability to visualize and anticipate problems and to take 
immediate action to forestall such occurrences or to provide for their expeditious 
resolution 

The Supply Representative will supervise and direct the work of a secretary 
and such subordinate purchasing agents as may become essential as the respon- 
sibilities of the office develop. 


Mr. Brownson. Mr. Snell, we talked a little while this afternoon 
about your relationships with Mr. Suchartakl. Did he ever entertain 
you there in any social way, other than in a business relation way ? 

Mr. Snevzi. Yes; I have been with Mr. Suchartakl. 

Mr. Brownson. At a party up in the northern part of Thailand, 
discussed this afternoon, at which you were present; was that given 
a 

Mr. Sweti. That was not a particular party; I went up with my 
wife for the weekend; it was not a party that was arranged for any- 
body; we went up there for the weekend. I did stay at his cottage, 
I will say. 
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Mr. Brownson. Are there any other questions, Mr. Meader ? 

Mr. Meaper. I do not think so. 

Mr. yy ane Mrs. St. George / 

Mrs. Sr. GrorGe. No. 

Mr. mows nson. Mr. Lantaff? 

Mr. Lantarr. No. 

Mr. Brownson. Were you ever entertained by any contractors or 
mineowners or their representatives ¢ 

Mr. Snevtu. Yes, I was; I have been to 3 or 4 parties, a | general party, 
I would say, to Mr. Yip In Tsoi, who has put on parties. He is quite 
a Civic aier in Bangkok, and he did invite me over on 2 or 3 oc 
casions; I have been to his house on 2 or 3 different occasions where 
they would have a social function. I have been entertained at the 
house ope ning of the Director General, and many other Government 
officials in Bangkok. 

Mr. Brownson. You would classify them as normal official enter- 
tainment ? 

Mr. Sneuu. I would, yes. 

Mr. Brownson. Were people in that position included as a part 
of the group? 

Mr. Sne.u. Yes, I think so. In many times it had stemmed from 
the fact that I did have my name listed in the Embassy directory, and 
I think that was just the normal procedure. 

Mr. Brownson. Do you have any further questions, Mr. Kennelly ¢ 

Mr. Kennetiy. Did you have many relations with the Kian Gwan 
people? 

Mr. Snevu. Many relationships with them 4 

Mr. Kenneviy. Yes; many business or otherwise ¢ 

Mr. SNELL. No. 

Mr. Kenne vy. I understand that is one of the Thailand firms that 
is handled by attorneys. 

Mr. SneuL. It is incorporated in Thailand. 

Mr. Kennetiy. Yes; but it is run by attorneys ¢ 

Mr. SneiyL. Well, it is a Thailand corporation and a Thai limited 
company. It was Chinese originally. 

Mr. Kennetiy. Yes; but it is one of the largest ? 

Mr. Snevv. I think it is one of the largest Chinese houses in the 
world. 

Mr. Kennetiy. Thank you. 

Mr. Snetu. May I be excused ? 

Mr. Mraper. I am not sure the record shows the list—I do not 
recall—just what contractor Captain Sarasas was connected with ? 

Mr. Sneti. The U-Tong Thai. 

Mr. Meaper. That was one of the contractors? 

Mr. SNe. Yes. 

Mr. Brownson. What was his position ? 

Mr. Snetx. I think he was managing director. 

Mr. Mraver. Can you explain to me, Mr. Snell, why he should have 
been named as one of those to receive a percentage of the profits, and 
also to receive a few dollars per ton on the commission between this 
Thai Tong Co. 

Mr. Snevi. Kian-Gwan? 

Mr. Meaper. Yes. 








114 CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 


Mr. Sneui. Evidently there was a private agreement, and I have 
no knowledge of that whatsoever. 

Mr. Meaper. Are you sufficiently acquainted over in Bangkok to 
give any light to the —. on why Captain as asass should be 
mentioned in this letter of April 1, 1953, from Kian-Gwan Co., ad- 
dressed to Mae Lama Co. concerning the disposal of profits on the 
sale of tungsten ? 

Mr. Snetv. No. That was a private agreement, that I had no 
knowledge of. 

Mr. Mraper. He was supposed to get 20 percent of the profits, and 
he was supposed to have $2 per long ton reserved for a certain private 
party. 

Mr. Snety. I think that was heard here. 

Mr. Mraper. Can you give the committee any light on why he 
should have been named in that deal between two companies in which 
apparently he did not have an interest ? 

Mr. Snevu. I did not know a thing about that. Today was the 
first time I a any knowledge of it. 

Mrs. St. Grorce. Mr. Chairman, I would like to ask this question: 
Was this Captain Sarasass employed in the regular army of some 
nation, and if so, what nation ¢ 

Mr. Sneti. He was, I believe he received the title of captain while 
he was a Thai national. 

Mrs. Sr. Groree. He was a Thai? 

Mr. Snetzi. He was a Thai national. 

Mrs. Sr. Grorce. A Thai national ? 

Mr. Snewu. Yes. 

Mrs. Sr. Grorce. And he is no longer an Army official, so far as 
you know ? 

Mr. Snewx. I could not say that definitely, whether he is. He is a 
member of the family, the royal family; he married a princess of the 
present cousin of the present king, of the royal family. 

Mr. Brownson. Thank you very much. 

Mr. Sneti. Am TIT excused ? 

Mr. Brownson. Yes. 

Mr. Swety. Thank you. 

Mr. Brownson. We will appreciate it if all witnesses will be sub- 
ject to call until we conclude this hearing. It is impossible to tell 
exactly when we may wish to have them come back and verify or to 
check up on some definite point of information that has been presented. 

Mr. Snevi. May I ask, Mr. Chairman, if it is necessary to be here 
during the full session ? 

Mr. Brownson. No. It will be very convenient if you will let the 
staff know where you can be reached. 

Mr. Snwevu. For myself, I am still trying to find employment. I 
do have a home telephone, and I can be reached within short notice. 

Mr. Brownson. You will be at a place where you can be reached 
in 6 or 7 hours ? 

Mr. Snewx. Yes, TI can. 

Mr. Brownson. Thank you very much. 

Mr. Swett. Thank you. 
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TESTIMONY OF ELMER W. HOFFNAUER, ASSISTANT MANAGER, FAR 
EAST EMERGENCY PROCUREMENT SERVICE, GENERAL SERVICES 
ADMINISTRATION, TOKYO, JAPAN 


Mr. Brownson. Our next witness is Mr. Elmer Hoffnauer, assistant 
regional manager. Will you be sworn, please? 

Mr. Horrnaver. Yes. 

Mr. Brownson. Do you solemnly swear that the testimony you will 
give in this hearing will be the truth, the whole truth, and nothing 
but the truth, so help you, God ¢ 

Mr. Horrnaver. I do. 

Mr. Brownson. Will you give your full name and your official 
position, and something of your background and the functions of your 
Jobs in them ? 

Mr. Horrnaver. Very well. I am assistant manager for the Far 
East Emergency Procurement Service, General Services Administra- 
tion, with offices in Tokyo. 

I am assistant to Mr. Morton, who is manager of the Tokyo office, 
and I assist him in the administration of the office, the pure hasing, 
warehousing, and shipping of materials and supplies purchased for 
the United States Government agencies. 

Mr. Brownson. How long have you been in that position, Mr. 
Hoffnauer ? 

Mr. Horrnaver. In that particular position, I believe it is about 
21% years, if I remember correctly. 

Mr. Brownson. Will you give us your background, your training 
before you entered Government service, and the positions you have 
held in Government service up to the present position 4 

Mr. Horrnaver. Yes. When I left the University of Washington 
at Seattle, I was there in 1931, I went into the brokerage business, sell- 
ing stocks, after doing odd jobs. And I was there about 1 year, and 
then I went to work with the W: ashington State Emergency Relief 
Administration, in a sort of accounting and auditing work. From 
there I became State auditor of the Washington State Rural Rehabili- 
tation group. From there I transferred “to Portland, Oreg.—that 
was at Olympia—and I was with the Department of Agriculture, 
Farm Security Administration. In 1942 I was drafted in the Army. 
{ went to officers’ candidate school; later went to the military govern- 
ment school in Princeton, and just at the beginning—at the end of the 
war I was transferred to Korea 

In Korea I got my discharge from the Army as a captain, and I 
began to work with the Korean military government. The work there 
was first in the production and distribution of coal from the Korean 
mines. Later I was then foreign trade counterpart of the port of 
Pusan. 

Mr. Brownson. About what year was that? 

Mr. Horrnaver. That was in 1948—in 1947 and 1948. I went to 
Korea in 1945, and I was in the Army for a year, and then after that 
I became a civilian. It must have been 1946, with the Department of 
the Army. And after 1948 I left Korea and I went to Japan and I 
was with the Japanese Tokyo office of the Korean military govern- 
ment. 

I could not get my wife over to Tokyo, so I resigned my position, 
but I had an offer with the Economic Cooperation Administration 
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before I left there, and they said they would reemploy me in the 
States. 

On May 1, or May 2, 1949, I went back to Tokyo, with the Economic 
Cooperation Administration office. I was the purchasing agent with 
the Economic Cooperation Administration office, and then transferred 
to the Emergency Procurement Service. That was in January 1950. 
I believe it was January 8, 1950, Mr. Chairman, and I have been with 
the Emergency Procurement Service ever since that time. 

Mr. Brownson. What is your understanding, Mr. Hoffnauer, of the 
Emergency Procurement Service policy in connection with long-term 
contracts, and when did you first learn of the long-term contracts in 
Thailand that were to be with producers only ? 

Mr. Horrnaver. I first learned that, I believe in November 1952. 
I had heard a little rumor, maybe in September, but it was subsequent 
to the stoppage on the pure ‘hase, the te mporary stoppage on purchs ise 
of tungsten. And there was talk of possibly revising or reviving 
the tungsten purchase contract in that letter, stated that. contracts 
should be made with producers. Prior to that date the most important 
thing to our office, as far as I was concerned concerning tungsten was 
to buy as much tungsten as possible. 

Mr. Brownson. You felt that in September or November of 1952 
the promulgation of these instructions in s edeaniiens with long-term 
seairents limited to producers only to some extent changed the 
philosophy of tungsten procurement ¢ 

Mr. Horrnaver. As far as I was concerned, yes. 

Mr. Brownson. Mr. Snell testified this afternoon that he came to 
Tokyo for instruction, prior to taking the Bangkok position, with 
reference to tungsten contracts. What type of orientation did you 
give, and what instruction did you convey to him? 

Mr. Horrnaver. I do not recall definitely, sir, but he is right that 
I took the tungsten file out of the Bangkok file and asked him to read 
it over, and we talked generally about various things, about the con- 
tract. I do not know of any specific instructions I gave to him at 
that time. 

Mr. Brownson. Are you under the impression that you explained 
to him that as a matter of policy the contract would be with producers 
only ? 

Mr. Horrnaver. No, I do not; I could not at that time. He came 
there in November of 1951, I believe. 

Mr. Brownson. Did you relay instructions to Mr. Snell in the field 
subsequent to that date? 

Mr. Horrnaver. Yes, sir. When we received that letter in Sep- 
tember or November, we quoted part of the letter received from 
Washington. 

Mr. Brownson. What efforts were made by the Tokyo office to 
police the Thailand tungsten contracts? 

Mr. Horrnaver. When we received this anonymous cable from 
Bangkok, we immediately repeated it to Washington and to Mr. Snell 
and asked Mr. Snell for an explanation, and that he should hold up 
any shipments of Yip In Tsoi ore. 

On the Mae Lama contract we were informed by Washington—at 
one time we were informed that the mines had been closed because 
of guerrilla activity. We requested Mr. Snell to investigate. An- 
other time, Washington informed us that the deliveries were so low 
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on Mae Lama production or contract I should say, that the contract 
must be reduced to a quantity commensurate with the production 
of the mine. 

I remember that we wrote Mr. Snell and suggested that the total 
contract quantity be reduced to, I believe, 420 tons. In fact, I believe 
we wrote up a contract in that amount or a contract amendment and 
sent it down to Bangkok and almost insisted that Mr. Snell have it 
signed by the contractor. That is all I can think of right now. 

Mr. Brownson. You spoke of the complaint that you received 
the form of an anonymous cable. Did you receive any other com- 
plaints in Tokyo before the receipt of the Embassy dispatch with 
reference to open-market purchases of ore by contractors ? 

Mr. Horrnavurr. Yes, sir; I believe just shortly before that a person 
of German nationality from Bangkok came in to see Mr. Morton and 
Mr. Morton asked him to put his statements down in writing and the 
man refused. There was a record of Mr. Morton’s conversation with 
this person. I was in attendance at that meeting for part of the 
meeting. I do not know if I was there the total while or not. 

Mr. Brownson. Did you inform Washington and Bangkok both 
of these complaints 4 

Mr. Horrnaver. Of the anonymous cable we did, but I do not 
believe we did of the complaint received shortly before that from 
the German national. 

Mr. Brownson. What information did you get from this German 
national ? 

Mr. Horrnaver. I do not recall definitely, sir; it was that there 
was something—I believe it was about ore being handled improperly 
by the contractors there and so on. ‘There was considerable detail. 

Mr. Brownson. Do you have a copy of that memo of record here, 
or is that in Tokyo? 

Mr. Horrnaver. Which memo of record ? 

Mr. Brownson. The memo of record which you said existed based 
on the conversation in Tokyo ? 

Mr. Horrnaver. It isin Tokyo, sir. It was written by Mr. Morton. 

Mr. Brownson. Have you read that memo record ? 

Mr. Horrnavrer. I do not think that I did. I know he said there 
was a memo record made of it. 

Mr. Brownson. I wonder, Mr. Walsh, if we could have a copy of 
that memo of record and have it received by pouch or airmail channels 
in some way so that it would not have to be cabled over ? 

Mr. Watsn. Yes, sir; we can. 

Mr. Brownson. I will ask unanimous consent that the memo of 
record heretofore referred may be included in the record at this point 
and labeled as exhibit 18. 

ExHIBit 18 


[Memo for the record] 


EMERGENCY PROCUREMENT SERVICE 
Far EASTERN OFFICE, 
Tokyo, Japan, October 10, 1952. 
Subject: EPS Bangkok office. 


Mr. Herbert Hamlet of Hamlet & Co., Ltd., Bangkok, visited the EPS Tokyo 
Office this date to comment regarding the activities of Mr. Alvin B. Snell, EPS 
Manager Bangkok. Mr. Hamlet is a German national who has been in business 
in Bangkok for a considerable length of time including the period covered by 
World War II. Mr. Morton was advised by telephone this morning by Lt. Col. 
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Gold of JL@ that Mr. Hamlet intended to visit this office and arrangement for 
appointment was made. 

Mr. Hamlet was disturbed because negotiations for the purchase of strategic 
and critical materials by the EPS Bangkok Office had been carried on in a 
confidential manner. Also that he visited the office one time and the full list 
of strategic and critical requirements was not made known to him. He has 
telephoned the office numerous times and has left his telephone number but has 
had no return telephone call from Mr. Snell. He also stated that Mr. Snell 
had not visited his office in Bangkok. 

Mr. Hamlet believes that Mr. Snell is obtaining some “kickback” from the 
wolframite contracts and that part of the money so received is being invested 
in niello ware manufacture in Bangkok. Mr. Hamlet reports that all the com 
panies with whom Mr. Snell has made wolframite contracts are small organ- 
izations who will be unable to supply contract quantities. He stated that Mr. 
Snell was working very closely with the Kiangwan Company in contract pur- 
chases of wolframite and spoke deprecatingly of that company. When informed 
that EPS had no wolframite contracts with Kiangwan Company Mr. Hamlet 
stated that “then the Kiangwan Company is behind all the small companies” 
because Mr. Snell is very close to Kiangwan. 

(The relationship of Mr. Snell with Kiangwan Company may be necessary 
because JL© has a rice contract and, I believe, a railroad crossties contract 
with that organization and Mr. Snell acts as liaison for JLC. This information 
was not given to Mr. Hamlet during our conversation. ) 

Mr. Hamlet accused Mr. Snell of smuggling bort (industrial diamonds) into 
Bangkok in small envelopes which are delivered to him through American Em- 
bassy facilities; that Mr. Snell was working with “some Dutchman” in this 
smuggling operation. The industrial diamonds are reported to come from Am- 
sterdam or Brussels. 

(Our office records reveal that Mr. Snell has been carrying on negotiations 
with a Mr. J. G. Sammes for the possible purchase of industrial diamonds. A 
firm offer has been made which was transmitted to EPS Washington and re- 
fused because of high price.) 

When Mr. Morton asked Mr. Hamlet as to the reliability of his sources of in- 
formation, Mr. Hamlet made no definite response. When asked if any informa- 
tion supplied could be obtained in writing he stated that it would be impossible 
to obtain written information on his allegations. 

Mr. Hamlet was questioned regarding his estimate of Thai tungsten produc- 
tion in view of his statement that EPS contracts could not be quantitatively sat- 
isfied. His estimate was 12000 M/T per year. My estimate was between 900 
and 1000 tons per year, which Mr. Hamlet believed was probably more correct. 

(Our total contracts for Thai wolframite ore are as follows: 

Mae Lama, GS-OOP-474 (SCM), 2,000 L/T, Starting 1 May 1951, Ending 30 

Apr. 1954 
Yip In Tsoi, GS—OOP (D) 12222: 

320 L/T, 1952-July 15, 1952 
500 L/T, 1953 
600 L/T, 1954-30 June 1955 
U Tong Thai, GS—OOP (D) 122252: 
150 L/T, 1952-53 Starting 1 June 
150 L/T, 1953-54 Ending 31 May.) 
Pradit Trade & Industry 12221, 45 L/T, Ending 31 Aug 52 

Mr. Hamlet was asked if he had an offer of any materials at the present time. 
He stated that the only material available was wolframite ore which he could 
supply in a quantity of approximately 15 tons. I stated that wolframite ore is not 
a present purchase requirement, but suggested that he submit his offer to Mr. 
Snell for possible future reference if the purchase requirement again becomes 
effective 

As Mr. Hamlet was leaving the office he stated that all the information given 
should be kept confidential. 

Approved by: 

HAMILTON MORTIN 





E. W. HOFFNAUER, 
This is a certified true copy. 
EWH :dlja 
cc: Mr. Morton 
(Signed) EpWin W. PAayNeg. 
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Mr. Brownson. In a letter dated August 21, 1953, Mr. Hoffnauer, 
you received directions from Washington with reference to an investi- 
gation into Thailand tungsten contracts. Is that right ? 

Mr. Horrnaver. The office in Tokyo received the letter; yes, sir. 
Mr. Brownson. The office in Tokyo received the letter? 

Mr. Horrnaver. Yes, sir. 

Mr. Meaper. Mr. Chairman, before you leave that complaint by the 
erman national, may I ask a question ? 

Mr. Brownson. Yes, surely. 

Mr. Meaper. When did that German national appear in your offices 
in Tokyo? 

Mr. Horrnavuer. I do not know exactly, sir. I believe it was shortly 
before this anonymous cable came from Bangkok. 

Mr. Mraper. Can you fix the year and month ? 

Mr. Horrnaver. Let us say—I would rather not say. I believe it 
was in the last year, though. I would rather not say; I think it is of 
record. 

Mr. MreapEr. When was the anonymous cable received ? 

Mr. Horrnaver. I do not remember exactly. I think there is a 
record of it here, is there not ? 

Mr. Meaper. Well, our record shows it was received March 13, 1953. 

Mr. Horrnavuer. Yes, sir. 

Mr. Meaper. If that was so, then the German national appeared in 
your office prior to that time; is that correct 

Mr. Horrnaver. I believe so, sir. 

Mr. Meaper. A substantial length of time prior to that anonymous 
cable ? 

Mr. Horrnaver. I cannot say for sure, but I know that in my mind 
I correlated the information he had given with the anonymous cable. 

Mr. Meaver. The cable that you subsequently received ? 

Mr. Horrnaver. Yes, sir. 

Mr. Meaper. What was the name of that individual? Do you know? 

Mr. Horrnauer. I do not know, sir. 

Mr. Meaper. You do not remember his name? 

Mr. Horrnaver. No, sir. The conversation was conducted by Mr. 
Morton. 

Mr. Brownson. Can you supply the name? 

Mr. Snewu. Yes,sir. I think the name was Herbert Hamlet. 

Mr. Brownson. Was he connected with a firm in the tungsten busi- 
ness, Mr. Hoffnauer ¢ 

Mr. Horrnaver. I believe so. 

Mr. Brownson. You do not know ? 

Mr. Horrnaver. No, sir. 

Mr. Brownson. He did not tell you? 

Mr. Horrnaver. I believe he told Mr. Morton. Mr. Morton called 
me when the conversation was going on. 

Mr. Meaper. Now, you have only described this complaint as “im- 
proper handling,” as I recall your words. That is pretty general. 
He must have been more specific than that? 

Mr. Horrnatver. I cannot recall definitely. It is very difficult to 
remember what he said. We have many people coming in there to 
conferences. I would like to see the memo. 

Mr. Meaper. You did not have very many people coming there 
charging that something wrong was going on, did you? 


( 
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Mr. Horrnaver. No, sir. 

Mr. Meaper. Well, would not that be likely to kind of stick in your 
recollection to have a German national come up to complain about 
something that happened a couple of thousand miles-away from you 
which was under your care? 

Mr. Horrnaver. Sir, we have many Japanese coming into our 
office who make complaints about various things and we ask them to 
put it in writing. It is very difficult in the Orient to take all the 
rumors that come into you and absorb them and investigate them be- 
cause many times the language variance is so difficult. 

Mr. Meaper. This was a German national. 

Mr. Horrnaver. Yes, sir. 

Mr. Meaper. Did he come from Thailand? 

Mr. Horrnaver. From Bangkok, I believe; yes, sir. 

Mr. Meaper. From Bangkok? 

Mr. Horrnauer. Yes, sir. 

Mr. Meaper. He came from Bangkok ? 

Mr. Horrnaver. Yes, sir. 

Mr. Meaper. That is what you understood ? 

Mr. Horrnaver. That is what my understanding was. 

Mr. Mraprr. You tell us now that you cannot recall the nature 
of the complaint that he had ? 

Mr. Horrnaver. No, sir. I was not in the room verv long and all 
I remember was that there was a general complaint about the con- 
tracts. 

Mr. Brownson. Will you yield at that point ? 

Mr. Meaper. Yes, sir. 

Mr. Brownson. What was your impression of the reason that you 
were asked into the room? 

Mr. Horrnaver. I handle the strategic and critical materials gen- 
erally with Mr. Morton; he relies on me and he generally always 

calls me into the office about strategic and critical materials. 

Mr. Brownson. Did he, then, ask you some questions about this 
complaint—whether it was or was not proper or was or was not true 
when you were there, or was he just interested in having you hear the 
details or the tail end of the stor y for your information / 

Mr. Horrnaver. No, he made a comment, I believe, that we should 
get this information in writing but that the German national would 
not give the information in writing. 

Mr. Meaper. Mr. Hoffnauer, did you make any notes of this con- 
versation for your own records? 

Mr. Horrnaver. No, sir. 

Mr. Meaper. Did Mr. Morton make any notes? 

Mr. Horrnaver. I believe so, sir. He stated he made a memo for 
record. 

Mr. Meaper. He is the one that prepared that memo? You did 
not ? 

Mr. Horrnaver. Yes, sir. 

Mr. Meaver. Have you ever seen it? 

Mr. Horrnaver. No, sir; I do not believe so. I mean—I know I 
did not see the memo but he said he would make a memo for record and 
I believe he kept it in his office. 
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Mr. Meaper. And did this gentleman—this German national, Mr. 
Herbert Hamlet—make any reference to any specific companies or any 
individuals in this conversation while you were there ? 

Mr. Horrnaver. Not that I recall, sir. I mean it was so general 
I would not want to say whether it was Yip In Tsoi, U-Tong Thai 
or Mae Lama or who it was: 

Mr. Meaper. And yet this was your specific responsibility, was it 
not? The complaint which he was making referred to the procure- 
ment of strategic materials for which you were specifically respon- 
sible ? 

Mr. Horrnaver. Yes, sit 

Mr. Meaper. And if true, the allegations which he made would re- 
flect upon the administration of your job, would it not ? 

Mr. Horrnaver. Sir, Mr. Morton is responsible; I assist him. He 
directed the conversation and I do not remember how long the con- 
versation was, but I do know this man was there. 

Mr. Meaper. And all that came out of it was that Mr. Hamilton 
Morton and not you told him to put it in writing? 

Mr. Horrnaver. Well, I cannot say for Mr. Morton what the con- 
versation was. 

Mr. Brownson. You have testified that instructions were received 
by your organization from Washington in a letter of August 21, 1953, 

vhich I would like to inelude in the record at this point. It is already 
in the record, I believe. 

This letter was in reference to investigation into Thailand tungsten 


contracts. 
What instructions were given to you regarding the implementa- 


tion of this letter which was directed to your headquarters ? 

Mr. Horrnaver. That is the letter where I was designated as the 
person to go to Bangkok to make an investigation? Is that right, sir? 
Mr. Brownson. That is the letter, which in part, is as follows: 

Further reference is made to the subject of Th: liland wolframite contracts 
and particularly to your letter to me of June 24, and my letter to you of 
August 18, 1953. 

Then, it discusses here the new Ambassador and the situation there 
and it requests that Mr. E. W. Hoffnauer of your office undertake this 
further investigation immediately. 

Mr. Horrnaver. Yes, sir, I think it directed me to determine 
whether the statements or accusations or allegations could be sub- 
stantiated. 

Mr. Brownson. It says—this letter is classified as secret, but I un- 
derstand it has been declassified. It requests that— 

Mr. E. W. Hoffnauer of your office undertake this further investigation im- 
mediately and based upon the findings that your office advice my office firm 
recommendation in this matter. We are requesting Washington to instruct the 
Embassy to extend the fullest cooperation to Mr. Hoffnauer in making this in 
vestigation. 

Then, they specify here— 

The Emergency Procurement Service should take further steps to intensively 
investigate this matter on the ground in Thailand. Such investigation should 
not only review any of the evidence which the Embassy, ees may have 
developed, but should also include investigation of the activities of the producers 


back to and including examination of the mine sources of these supplies, if 
possible, 


45437—54 
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You were given that letter, were you, as your directive ! 

Mr. Horrnaver, Yes, sir. 

Mr. Brownson. What further instructions were you given by Mr. 
Hamilton Morton? Did he augment the written instructions in any 
way! 

Mr. Horrnaver. Not in writing, sir. 

Mr. Brownson. What did he tell you? Did he tell you, “Let us 
go ahead and comply with this thing all the way,” or did he tell you, 
“Let us brush this one off lightly” ¢ 

Mr. Horrnaver. No, sir; I believe he said, “Go down and get the 
job done.” 

Mr. Brownson. Were any time limitations placed on your investi- 
gation by either Washington or Tokyo? 

Mr. HorrnavEr. No, sir. 

Mr. Brownson. Were you ever instructed by Embassy officials 
immediately after your arrival in Bangkok as to sources which would 
reflect documentary proof of violations by the contractors? 

Mr. Horrnaver. They gave me copies of documents. I believe they 
were royalty receipts, production receipts, and so on. They were 
blank copies, showing what information was contained on these 
receipts. 

Mr. Brownson. Would you say that you had good cooperation from 
the Embassy ?¢ 

Mr. Horrnaver. I had rather not answer that question. 

Mr. Brownson. Well, it seems to me that that is pretty much a 
matter of fact. Either they cooperated with you or they did not 
cooperate with you. 

Mr. Horrnaver. I do not believe so, sir. 

Mr. Brownson. You do not believe so what ? 

Mr. Horrnaver. That they cooperated fully with me. 

Mr. Brownson. You do not believe that they cooperated fully ? 

Mr. Horrnaver. No, sir. 

Mr. Brownson. These documents that you received from the Em- 
bassy, I understand were also supplied in English translation so 
as you got information you could fill in the numbers; is that correct? 

Mr. Horrnaver. That was about 214 weeks after I was there. The 
first documents I received were, I believe, mostly in blank. I used 
those when I first went to the Director General of Mines. I got the 
information—let me start all over again; Iam sorry. I studied these 
documents that were given to me in blank and then I went to the 
Director General of Mines. Before I had gotten there, however, I 
had requested and had an appointment with the Minister of Industry 
under whom the Department of Mines operates. I had asked the 
Minister of Industry to request the head of the Department of Mines 
to give me cooperation in the work I planned to do in his department. 
When I went into the Department of Mines, I knew, generally, the 
information they had there. I checked again with the Director Gen- 
eral of Mines and he wrote out a certain form that was completely 
filled in. Subsequent to that, I returned to the Embassy and I wrote 
an Official letter to the Director General of Mines, requesting detailed 
information on all the mine-lease numbers that were known to me 
regarding the three contractors—the three long-term contracts. 





os 


CTO RE re I NN OE I 8 ATE 








omer 


aPC E Smear 


RS 


gn 





CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 123 


Mr. Brownson. Well, then, is it fair to say that you went over 
there and you intended to do your investigation when you first arrived 
there ¢ 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. You have told us part of your activity of the first 
10 days or 2 weeks that you were over there. Do you have anything 
else during that early period that you would like to fill in for the com- 
mittee on the activities during the first 10 days or 2 weeks in Thailand ? 

Mr. Horrnaver. Sir, you have my report, I believe. Does the com- 
mittee have my report? 

Mr. Brownson. Yes, sir. 

Mr. Horrnaver. It is very lengthy and detailed. 

Mr. Brownson. I ask unanimous consent that that report be in- 
cluded in the record at this point and be designated as exhibits 19A, 
19B, 19C, and 19D. 


ExHisit 19A 
MASTER COPY 


EMERGENCY PROCUREMENT SERVICE, 
FAR EASTERN OFFICE, 
Tokyo, Japan, October 6, 1953. 
Mr. HAMILTON MorroN, 
Manager for Far East, General Services Administration, Bmergency Pro- 
curement Service, Room 220 Sanshin Building, Chiyoda-ku, Tokyo. 

DEAR MR. Morton: When this office received a letter from Washington desig- 
nating that I go to Bangkok to investigate the situation regarding our wolfram 
contracts it was my belief that I should determine whether the statements made 
in the report from Bangkok could be substantiated to the extent that the contracts 
would be cancelled or amended as recommended in that despatch. This was 
borne out by a copy of a letter received from Washington in which State Depart- 
ment stated that it saw no reason why the contracts should not be cancelled if 
the statements made in the despatch were substantiated. 

When I was in Tokyo and I had read the despatch and had seen the cable from 
Mr. Parsons stating that a cable from the Tokyo office contained a ludicrous 
request I was almost convinced that there had been major violations of the con- 
tracts by the respective contractors. Upon arriving in Bangkok my thought was 
that we should make the contractors repay to the Emergency Procurement Serv- 
ice the excess funds they had obtained through buying ores at a cheaper price on 
the open market and selling to the United States Government at contract prices. 

I met with Mr. Parsons on Tuesday morning and discussed my mission. He 
informed me of the action he thought should be taken in regard to the contracts, 
which was generally the same as indicated in the despatch. This was that the 
contracts should be reduced in quantity commensurate with the actual output 
of the mines designated in the contracts. He told me and I had read in the 
despatch, that the contractors were purchasing ore at low prices on the open 
market and then selling the same ore to the Government at considerably higher 
prices. I told him if this was the case we should determine how much ore had 
been purchased on the open market and sold to the Government and then demand 
that the contractors reimburse the Government in cash or in kind for the differ- 
ence. Mr. Parsons agreed to this and later said that my terms would be more 
difficult on the suppliers than what he had recommended. He did not believe that 
the contractors would be able to make the repayment. I stated that perhaps we 
could obtain the refund in kind in future deliveries. 

Later that morning I met Ambassador Donovan and briefly explained my 
mission. The Ambassador was very pleasant and had little comment to make 
about the job I was to do. 

After I had finished my discussions with Mr. Parsons and had met the Ambas- 
sador I asked for the files on the case which had been turned over to the Embassy 
by Mr. Snell. In addition to these files I was given another folder entitled 
“Wolfram” which I assumed was the regular Embassy file on this material. The 
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letter hich you received from Washington requesting me to go to Bangkok 
stated that I should investigate the findings that had been made by the Embassy 
and obtain any further information that the Embassy had accumulated since 


the writing of the despatch. I noticed there were several cables and letters 
received or written by Sne vhich I noted on the inner covers of the folders I 
had bi ht with me from Toky« I also made reference notes to other com- 
munications to bring me up to date on what had transpired since my departure 
from Tokyo. Included in those notes were references to Embassy and Bmer- 
gency Procurement Service, Bangkok communications that were not in our Tokyo 
files. These notations were made for my information in summarizing and dis- 





ussing contract violations with contractors. I knew it would be impossible to 
the Emba files from the office 

In the afterno I made visits to various commercial concerns who I thought 

would have knowledge of the cast One of the first people I contacted was 


Mr. Wareha of Far East Superintendence Company who had left a note at 
my hotel a day or two previously asking if there was anything he could do for 
me. I had returned his call and told him that I hoped to see him later. In 


talking th Mr. Wareham I asked about the three companies with whom we 
had contract He gave me general information and in special reference to 
the M Lama Mining Company he obtained records showing that Mae Lama 


Mining Company had utilized his organization for the sale of wolfram through 
the Thamlong Company I asked him about the Suphaphon Company (which 
had been mentioned in a copy of a despatch we had received in the Tokyo office 
whi connected this company closely with the Mae Lama Mining Company.) 
Mr. Wareham stated that his company had handled material for the Suphaphon 





One of the companies that the Embassy personnel requested me to contact 
was the Kian Gwan Company, Mr. Oie. Mr. Wareham stated Mr. Tan was 
the export manager and would know more about business transactions relating 
to wolfram ore 

I visited the Kian Gwan Company. Mr. Oie stated that he had just returned 
from a trip to Europe and was sorry that he had not had an opportunity to 
stop in at Washington to see Mr. Snell. Mr. Oie and Mr. Tan stated that it 
was difficult to buy wolfram in Thailand because miners preferred to sell to per- 
sons handing U. 8. Government contracts because through those persons they 
could obtain higher prices for their wolfram. They also stated that the con- 
tracts, if it was the intention of the U. 8S. Government to develop wolfram mines, 
should have been written to include a stipulation that certain machinery should 
be installed in the mines involved. This would assure the U. S. Government 
of development of particular mines. They also stated that the current produc- 
tion cost for wolfram ore was $37.00 per long ton unit; that they believed the 
General Services Administration contractors would be amenable to having their 
contracts modified. They also stated that it would not be good to cancel the 
contracts outright because there were many mines involved and many miners 
would be put out of work. I asked if they could give me the number of mines. 
They said they could determine this and could give me a statement by telephone 
or letter the next day at the Embassy. This statement I never received. 

Another company interviewed was the Thai Wah Trading Company which 
had been the local sampler/analyst for deliveries made under the three con- 
tracts. I had previously been given the name of Mr. Ho by Mr. Ugardi of the 
Embassy as the person to talk with in this company. I met with Mr. Ho and a 
Mr. Loo. I asked them about the three companies and the information given 
was of a general nature. The said that it was difficult for them to make any 
statement because they were servicing deliveries of the three companies. I 
asked if I could see their laboratory and Mr. Ho replied that I could but apolo- 
gized that it was a very small setup. Mr. Ho stated that the person who estab- 
lished the laboratory had been trained at Ledoux & Company in the U. S. 

Through Mr. Ugardi of the Embassy I had obtained the address of the 
Suphaphon Company and he told me that the location was a considerable dis- 
tance from the Embassy. In an Embassy car I drove for approximately one 
hour but the driver could not find the company office. I then told the driver 
that perhaps I had obtained the wrong address and we should not search any 
further 

I arranged with Mr. Parsons to meet the Minister of Industry under whom the 
Department of Mines operates. In driving to the Ministry of Industry Mr. 
Parsons told me that the Ambassador had asked whether I had been “brought 
around to their way of thinking.” I madeno reply to this question. Mr. Parsons 
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also stated that “Mr. Snell was being investigated presently on two dillerent 
counts.” 

The Minister of Industry was very courteous and stated that he would talk 
with the Director General of Mines so that I would obtain all the cooperation 
needed. 

I learned from the Embassy that Mr. Sujat Sucharitakul, Managing Directo1 
of Mae Lama Mines was planning to visit the U. S., apparently concerning 
his contract deliveries Mr. Parsons stated that Mr. Sujat had requested a visa 
which was now in process. I stated that I would like to speak with him before 
he left and that if there could be delayir 


iz action on the issuing of the visa I 
would be better prepared to meet him with all the facts on the case. 1 did not 


feel that I had adequate facts at the time to give him an ultimatum regarding 
disposition of the contract. Mr. Pat 
the contractors and give them one of two choices; either reduce the deliveries t 
the actual mine output or cancel the contract 

I talked with Mr. Putnam, RFC representative, who had handled the General 


sons had advised me to be very severe with 





Services Administration contracts prior to Snell’s arrival in DB: kok Mi 
Putham stated that there had been violation {f the contract because everyone 
knew that ore was being purchased on the open market and sold to the 1 s 
Government under the contract price I asked if there was any proof of 
this and he replied that “everyone knew it was going on.’ I asked if there 


were any written statements regarding these violations and he said that no 
one could get written statements from persons in Thailand on this case et 
also stated that I should speak severely with the contractors because “that is 
the only language they would understand.” 

On September 11, I met Mr. Sujat on the porch entrance of the Embassy. I 
was with Mr. Parsons, who introduced me. I arranged for an appointment with 
him at the Embassy at ten o’clock a. m,. the next day. I spoke quite h 
with Mr. Sujat and told him that from information I had received, the 
Lama Mines during the year 1952 had produced only an average of about twelve 
long tons of wolfram per month. This information I had obtained from a record 
given to me by Embassy officials which was attached to a letter written to M1 
Snell by the Director General of Mines. The attachment included numerous 
mines but I had been told by Mr. Parsons that only five mines should 








sidered as Mae Lama Mines. The average of twelve tons per month was « 
the basis of only these five mines. 

In my attempt to force a decision from Mr. Suqat I told him that the gover 
ment was seriously considering cancellation of the contract because he had been 
purchasing ore from the-open market and selling it under the contract as M 
Lama Mines production Mr. Suiat professed his innocence in ] iding any ors 
but Mae Lama ore under the contrac He also asked that I not believe the m 
that were circulating in Bangkok about his providing other than Mae Lama ors 
under the contract Mr. Sujat stated that approximatel ix 1 ths ago Mi 
Huan of the Thai Wah Trading Company hi: threatened that he (Mr. Huaz 
“would arrange to have the Mae Lama contract canceled; that the Thai Wah 


Trading Company was in close association with the Wah Chang Company of New 
York and that Mr. K. C. Lee of that company had great influence with EPS/GSA 

I asked Mr. Sujat if he would put this statement in writing and he said he 
would. I also asked about the equipment that was supposed to have been 


installed in his mine which was reported to be valued at six million baht. He 
stated that the actual equipment ¢ nsisted of three urge pumps ind othe 
miscellaneous materials imported from Germany and that he id installed 
thousands of feet of “sluice trough The equipment itself he evaluated 
approximately two million baht and transportation cost from Germany and 
Sangkok to the mines, by airplane, coolie handling, by elephant, et i ibout 
four million baht 

Mr. Sujat does not speak or understand English too well. He stated he was 
also the manager of the Chiengmai branch of the Bangkok Bank, Ltd I aske 
Mr. Sujat if he knew of the Suphaphon Company He stated he did; that he 


had heard recently the company had sold some wolfram to Thai Wah Trading 
Company at $48.00 per long-ton unit that the company had a long-term contract 
with an English firm. When he was told of the 1952 aver: n 
tion figures he asked that at least he be allowed to present the current pro 
duction figures of the five mines; that he considered there were eleven mines 


ya) ly produ 





involved under which he had been supplying the ore. I stated that records 
indicated he had only one mine leased to him in his name He stated that 
according to Thailand Government regulations no one person or company can 
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hold a lease on more than one mine. The other mines involved, he stated, were 
leased to other people and he had invested capital for the improvement of mines 
and production of wolfram. He stated he would bring a statement from the 
Department of Mines regarding the current production of the five mines I haa 
mentioned and he hoped that the centract could be continued at least at the 
current rate of production. I arranged for an appointment at two o’clock the 
next Monday. When I had finished with the conference and Mr. Sujat had 
left I was asked by Mr. Parsons whether I had been successful in “breaking him 
down.” I did not reply. Mr. Putnam, who was also present at this time, stated 
that he had been talking with the Director General of Mines, with whom he has 
lunch quite often, and that the Director General of Mines had said he would 
stand by the contractors. 

I asked Mr. Putnam if he could arrange for a conference with the Director 
General of Mines. He suggested that I meet with him the following Monday, 
September 14, at lunch because the Director of Mines would be there. He also 
thought that Mr. Yip In Tsoi would be there. 

At lunch on Monday, September 14 (Mr. Putnam picked me up in his car at 
the Embassy), I met the Director General of Mines. sesides the Director Gen- 
eral, Mr. Putnam, and myself, there was another person present. We said 
nothing about the wolfram case but I asked the Director General of Mines, Mr. 
Phatom, for an appointment. He stated that the Minister of Industry had 
told him of me and that I was welcome to come to visit him at any time, but 
that I should telephone in advance to be sure that he was in. I had to cut the 
luncheon short because I had an appointment with Mr. Sujat at the Embassy 
at two o’clock that afternoon. Mr. Putnam drove me back to the Bmbassy. 

Mr. Sujat showed me a paper which he stated indicated the Department of 
Mine’s report of the production of his mines for 1953. The statement was not 
signed and was not clearly notated and I returned it to him, He stated that I 
could get the same information from the Mines Department in official form if I so 
desired. He asked that I do whatever I could to have the government accept forty 
tons of wolfram that was now on the water and which would arrive in New York 
about the end of September. He stated he had no agent in New York and did not 
know how to dispose of the material. The only company he said that might accept 
the material would be the Wah Chang Company but he was completely adverse to 
selling anything to that company; in fact he would never sell any of the produc- 
tion of his mine to Wah Chang Company because of their bad reputation in 
“squeezing” miners by short weights and low analyses. I asked that he postpone 
his trip to the U. S. so that we could finish this investigation. He stated that all 
his plans had been made and he could not cancel them now. 

When I discussed my work with Mr. Parsons on the morning of September 15 
he showed me a communication from State/Washington which related to the 
question of wolfram contracts. I glanced over the communication hurriedly. I 
was also Shown a translated copy of an article that appeared in one of the Bangkok 
newspapers on September 15 which was headed “ACCUSE GSA OF BREACH OF 
CONTRACT: GSA ABRUPTLY STOPS PURCHASES IMMEDIATELY AFTER 
KOREAN TRUCBH CONFERENCE.” Mr. Parsons stated he had expected publicity 
of this type for a considerable length of time. He asked that I not be influenced 
by this report. Mr. Ugardi was the first one to notify me about this newspaper 
report. I asked for a copy and Mr. Putnam told Mr. Ugardi to have the transla- 
tion written up in a better form. Later I received two copies of the translated 
report. (Exhibit I.) 

When I told Mr. Parsons that Mr. Sujat had said I could obtain the schedule of 
deliveries from his mines from the Department of Mine’s records Mr. Putnam 
stated that I should go to the Department of Mines immediately in company with 
Mr. Ugardi of his office so that we could obtain information before the records 
had been “doctored up.” 

The Director General received us very cordially and told me that the Minister 
of Industry had advised him of my coming to see him. He spoke generally of 
the wolfram situation and in particular of the three contracts. I asked him 
if he knew what comprised the Mae Lama Mines. He said that his department 
knew mines only by lease numbers; that he could investigate documents to 
determine considerable information such as names of lessee, quantity of ore 
produced, number of employees to whom ore was sold, etc., if we gave him lease 
numbers. He said that as far as the Mae Lama Mines were concerned he did 
not know what the description was in the contract. I showed him that portion 
of the contract which described the mines involved in the contract. He said 
that from that description he could not specify certain mines. He said that Mr. 
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Snell had written him a letter listing certain mine leases and had asked him for 
information regarding the production of mines operated by the three contractors 
with whom General Services Administration had contracts. He said at first 
Snell asked him for the production of the mines, such as Mae Lama Mining 
Company, Yip In Tsoi & Company and U Tong Thai Company mines but that the 
Director General had said all his records were by mine lease numbers and had 
asked Mr. Snell to submit his request accordingly. The Director General had his 
file on this case which he let me see and which among other things contained 
letters from Snell. I noticed a letter written to him by Snell which I had not 
seen before relating to Mae Lama Mines and concerning the question of whether 
work had stopped at the Mae Lama Mines because of guerilla interference. 
Also, I noticed some documents written in Siamese which the Director General 
stated were agreements between U Tong Thai Company and lessees of mines. I 
asked him whether it was true that one person or one company could lease only 
one mine. He said this was correct as far as the “closed” area was concerned. 
He stated that Snell came to him only “when he was in trouble” and not before; 
that if Snell would have come to him when the contracts were originally being 
negotiated the Director General could have given him considerable assistance. 
Also that if all the mine owners in Thailand now had General Services Adminis- 
tration contracts there would be no trouble. 

I asked if he knew of the Suphaphon Company. He said that he did. I told 
him I had tried to locate the company but that I could not find them at the address 
given me. Then he asked an assistant in the room to call his secretary, Mr. Samer. 
Mr. Samer came in and stated the name of the manager was a Mr. Lung Sum 
Bun; that he (Mr. Samer) would arrange to have him meet me at an hour I 
would appoint. I suggested two o’clock that afternoon at my hotel. Mr. Samer 
said he would accompany the manager if he had time. I asked the Director 
General for a sample of the papers kept in his file which related to a certain mine 
lease listed in Embassy reports as a Mae Lama mine. There were two mine 
leases designated in the document and the purchaser of the ore was Kian Guan 
Company. I asked the Director General if he could give me the monthly pro- 
duction of all mines I was interested in and he said that he could if I would 
designate mines by lease number. I told him I would submit a letter to him in 
writing asking for specific information. 

Mr. Lung Sum Bun arrived at the hotel and stated he was manager of the 
Superphon Company and had been sent to see me by the Director General of 
Mines. I asked him various questions about his company, specifically about the 
sale of wolfram at $48.00 per long-ton unit to U Tong Thai Trading Company 
and about a long-term contract with an English firm. He denied knowledge of 
these transactions. He appeared very hesitant about speaking; consequently 
I cut the interview short because I was obtaining no helpful information. 

On the morning of September 16 I asked Mr. Parsons to give me a letter of 
introduction to the Thailand Customs Office because I wanted to check their 
records. Mr. Parsons stated he did not know anyone there now but that he knew 
the Director General very well, who was now out of Thailand (I believe travel- 
ling in the U. 8.) About thirty minutes after my request for a letter of in- 
troduction Mr. Ugardi informed me that he was going to Customs on other busi- 
ness and would I care to go along. I said I would. Mr. Ugardi said that he 
would have one of the Embassy indigenous employees telephone the Customs for 
an appointment. When I arrived at the Customs Mr. Ugardi and the same in- 
digenous employee left me waiting for an interview with what turned out to be 
the Assistant Director General of Customs. I waited for approximately one 
hour and fifteen minutes. During my wait Mr. Ugardi came in and asked if he 
should wait for me but as it was nearing noon time I told him I did not think 
it was necessary because I would not need the Embassy car inasmuch as I could 
walk to the hotel where I would have lunch. 

About 11:45 I was asked to go in the Assistant General Director’s room. I 
explained why I wanted to see him; that is, to obtain information from Custom’s 
records regarding vutshipments of wolfram which I had listed for the three 
contracts on three separate sheets of paper designating the lot number, number 
of bags, net dry weight in long tons, name of vessel and approximate sailing 
date of each vessel. The Assistant Director General said he would try to 
get the information for me but that I should have a letter from the American 
Embassy outlining my request. Then he said he would call the chief statistician 
who would be the person that could obtain information for me. 

The chief statistician appeared quite surly and stated that Mr. Ugardi had 
told him I was there. He looked over the papers I had listing the lot numbers, 
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a of shipments, ete., and said that he did not have individual shipment 
information; that his figures for wolfram were kept on a monthly tonnage 
bas Then he added “You should see Ugardi about this.” I asked if I could 
obtain information on the basis of names of exporters He stated that such 
information was confidential and I would have to obtain a letter from the 


orm: my ) 
Fore Trade Branch of the Economics Ministry I left the Customs building 





without having obtained any specific informat ‘hing wolfram shipments 
An with the attitude Ke by the Chief Statistician I believed the redtape 
involved in obtaining credentials would require too much time to pursue this 
source of information with the short period of time I expected to be in 
Bangko 

| tf the norning of September 17 was spent n reviewing the Yip In 


| file inasmuch as I had an appointment to meet Mr. Yip at two o'clock 


the afterno I had ( Mr. Yip the day previously and asked how 

get to his place of busines He stated it would be very difficult to find; 
that he would send his car to my hotel to take me to his office 

I id arranged to have a letter typewritten at the Embassy and addressed to 


the Director General of the Mines Department which outlined the information 
that I desired regarding production of mines according to lease numbers avail 
able to me I had carried this letter to the Department of Mines, but the Di 


rector General was not in his office due to illness; consequently, I spoke with his 
etary, Mr. Samer rhe mine lease numbers as listed to the attachment in 

e letter bore no description that would relate them to the respective contracts 
(Exhibit II.) Mr. Samer said he would get the information as soon as possible 
Mr. Samer and I then went into the Director General’s private office and I 
asked him further questions on the case. I told him that the manager of 
Suphaphon Company who had come to the hotel had been very noncommittal 
and I could get no helpful information I asked if he was connected with the 


Suphaphon Company, that business people in Bangkok (Kian Guan Company) 
had said that he was managing this company. Mr. Samer stated that he was 
not connected with the company as an official, which I could ascertain by check 
ing the files of the business registration office of the Economic Ministry. I 
asked whether there had been a recent sale of wolfram to Thai Wah Trading 
Company at $48.00 per short-ton unit and whether Suphaphon Company had a 
long-term contract with an English company. He said he had heard of a pro 
posed sale of wolfram to Thai Wah Trading Company at $48.00 but did not 
: ; transaction had gone through Regarding the long-term contract 
with an English company, he said this was a “trade secret.” 

I asked him how much wolfram had been purchased by the Suphaphon Com 





pany at the auctions held by the Mines Organization. He said the best way 

to find out would be to go to the Mines Organization chief who was at the same 

building; that the Mines Organization chief also thought that he (Mr. Samer) 
ssociated with the Suphaphon Company 

The chief of the Mines Orga tion is Mr. Luang Roth Only he and I were 


present at the conference, Mr. Samer having left after making the introduction 
I told Mr. Luang Roth that I would like information as to the quantities of 











wolfram purchased by buyers during the years 1951, 52, and ’53. He said he 
would be happy to get the iformation for me. Mr. Luang Roth stated he 
had been in his present position for about six months and that he formerly 
worked with the Thi 1d 1 ays as an engineer and that he was not too 
fa ir with past vities of the Mines Organization. I waited for a consider 
able time for the information, b when it was not forthcoming and the time 
was approaching noon, I stated that I would return tomorrow to obtain the 
dat When I returned the next day, Mr. Luang Roth called in his clerk and 
wit] ibout ten minutes a paper was brought in. Mr. Luang Roth asked for 
the record book and checked the figures on the sheet, then he asked that I 
take down the figures I told him that I would rather have his figures because 
the information would then be officia He asked his clerk to have the figures 


typed When the typewritten sheet was returned, Mr. Luang Roth placed his 
signature on the original copy (Exhibit IIIT) and handed it to me. He asked 
that I not show it to other people in the Department of Mines. 

It nference with Mr. Yip In Tsoi. Mr Yip talked at some length about the 
current wolfram situation in Thailand. He stated that he had installed equip 
ment at his mines at considerable expense. He admitted that he had purchased 
some ore on the open market and delivered it to the U. S. Government under 
his contract but that this practice had been discontinued in December 1952 
when he had been advised by Snell of a requirement for certificates of origin 
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1) be issued by the Department of Mines. He also stated that when he first 
made the contract he believed that the U. S. was interested in the development 
of certain Wolfram mining areas, but that Snell had not told him this. When he 
gave Mr. Snell the names of mines to be included in the contract he did not 
fel that the designation of mines was very important and he gave names of 
groups of mines. He said that he did not include all of the mines which 
belonged to him, 

I informed him that his contract provided for delivery of 320 long tons of 
material for the period July 15, 1952, to June 30, 1953, and that records revealed 
he had delivered approximately 270 tons during that period. Also that he had 
made deliveries to other customers during the year and I wondered why he 
had not been able to fulfill his General Services Administration contract. He 
stated that the shortage was due to his having discontinued purchasing ore on 
the open market as of December 1952. He said that the other two contractors 
were also purchasing ore on the open market to a much greater extent than 
he and that they had no mines to speek of. I asked if he had proof of this. He 
said that he hadn’t but that everyone knew it was being done. I then asked 
.f Mr. Snell had questioned him about the anonymous cable that had been sent 
to Tokyo about deliveries under his contract and he said that Snell had not. 
He stated that he had gone to the American Embassy and given considerable 
information about his deliveries under the General Services Administration 
contract. I asked if he had also gone to Mr. Snell’s office and he said that 
he had not When I askey why, he said that the American Embassy was an 
older established agency and he felt he should give them the information 

In an interview with Mr. Eric Pleasner, East Asiatic Company, about Sep 
tember 10, he and I talke generally of the wolfram situation in Thailand. I 
asked if he had made offers to Snell and he replied that he had; that the offer 
was on the verge of being consummuted when his head office refused to go through 
with the deal because it was “too speculative.” 

The morning of September 18 was spent at the Embassy reviewing the U Tong 
Thai files in preparation for an appointed conference with Mrs. Samuong Sarasas, 
Managing Director. He, like Mr. Yip In Tsoi, had said he would send transpor- 
tation for me at my hotel because it would be difficult for me to locate his address. 
While at the Embassy Mr. Ugardie came to my desk and stated that Mr. Pleasner, 
Export Manager of East Asiatic Company, had telephoned him that the New 
York price of wolfram had dropped $10.00 per short-ton unit. Mr. Ugardi 
stated that his office often talked with Mr. Pleasner regard latest quotations 
and information on rice, tin, wolfram, and other commodities; that East Asiatic 
Company had very current information and was one of the sources of information 
for the Embassy. He also stated that any information he gave me should be 
kept strictly confidential. I questioned this because I felt that changes in 
market prices would be generally known by the trade in Bangkok. 

I met Mr. Sarasas at approximately 2:30 p. m. and he immediately began to 
discuss the original negotiations with Snell on the contract. He spoke of an 
original offer being made to Mr. Snell by a Mr. Michael Chow, Manager of the 
Chau Cheng Heng Company ; that the offer had fallen through ; that Mr. Chow had 
come to him for financing; that Mr. Chow had demanded money from Mr. Sarasas 
when the latter had obtained his contract with General Services Administration 
and that Mr. Chow probably had made a complaint through his agency in New 
York about the U Tong Thai contract Mr. Sarasas said that he believed the 
smaller companies had also been making complaints because they had not been 
fortunate enough to contract with the I S. Government. He stated that 
Mr. Huan of the Tai Wah Trading Company had threatened him with cancella- 
tion of his contract unless Mr. Sarasas assisted in “financing” his company [ 
asked if he would put this statement in writing Mr. Sarasas stated he would. 
fe also said that when Mr. Huan had made the threat Mr. Sarasas replied, “If the 
rice of wolfram were now $85.00 per long ton unit you would be laughing at 
e He further stated that when the contract was first negotiated the mar- 
<et price was higher than the contract price and he considered a long term con- 
tract as a business venture, knowing that he could continue to operate mines at a 
rofit at prices stated in the contract and was not sure whether wolfram prices 
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7 ould rise or fall during the period of the contract He said at the time of the 
ontract he had only two mines but that his friends and relatives had other mines 
vhich he knew would be available to produce the wolfran Mr. Snell asked him 
what mines material would be obtained and Mr. Sarasas stated from the Songh 

and Ranong districts, which are in the southern part of Thailand, and also the 
Muang Nan Yen mine. He stated that formerly the mines in southern Thailand 
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had to sell wolfram to either Yip In Tsoi Company or to Thai Wah Trading Com- 
pany and that the mine owners had organized in an effort to break this monopoly 
because both of the companies, the mine owners felt, were short weighing and 
designating low analyses on their products. Some of these organized mine own- 
ers were friends and relatives of Mr. Sarasas. He was not sure of the exact loca- 
tions of the mines and in advising Snell of the names of mines he spoke very 
much at random, believed the names of mines to be not too important. Later he 
realized that the Whan Yen mine, which he considered a group of mines, some 
extending into southern Thailand were considered Burmese. Upon reading his 
contract he noted that all material should be of Thailand origin and then made 
certain that no Burmese material would be delivered. To compensate for the 
loss of the production of mines he considered in the Whan Yen area he subse- 
quently advised Snell that he would obtain ore from mines further north but 
Snell advised that even these mines might be considered Burmese; therefore, Mr. 
Sarasas stated he did not deliver from the substitute mines. He said that if it 
could be proved even one ton of Burmese ore had been delivered under his con- 
tract, the contract could be cancelled. 

Mr. Sarasas discussed many other phases of his business and said there were 
seven other companies closely related to the U Tong Thai Company and doing 
business of the same general nature. The reason for this division by separate 
companies, he told me, was to distribute revenue to avoid excess income taxes 
which would be chargeable if all business was conducted under the name of one 
company. He said that in the export of wolfram under his General Services 
Administration contract he had designated Kian Guan Company as his agent, 
mainly because that company had go-down space along the river; that go-down 
space was difficult to obtain but his company was building facilities of this type 
which would be available for use in the near future. 

The morning of September 19, Saturday, was spent at the Embassy checking 
over the information I had received from various sources and it appeared to 
me that I should locate more sources of information. I reviewed the despatch 
and made pencil references on separate pieces of tablet paper the sources of 
information quoted in the despatch. Even though Embassy officers had told me 
to contact Mr. Pleasner of East Asiatic Company, Mr. Oie of Kian Gwan Com- 
pany, and Mr. Ho of the Thai Wah Trading Company I felt that these Embassy 
officials could provide me with other names as sources of information. I also 
felt that perhaps I had not explored thoroughly all Embassy files on this subject, 
consequently I noted various questions concerning direct statements and accuSa- 
tions made in the despatch. Up to this time I had seen no signed complaint or 
signed statement of fact to support any accusations, except of course, the des- 
patch itself which was signed by Howard L. Parsons as Economic Counselor. 

With these references from the Embassy despatch which were written in my 
own words, I approached Mr. Parsons and informed him that I was seeking 
further source of information and statements of facts which I believe he could 
give me through the references I had jotted down. There were about twenty- 
nine questions I had to ask, samples of which were as follows: 

1. Are there any signed complaints from businessmen or other individuals in 
sangkok regarding the activities of the contractors? The answer was no. 

2. The report states that wolfram was being smuggled from Burma to 
Thailand and it is inferred that smuggled ore was included in deliveries under 
General Services Administration contracts. Do we have any factual basis for 
this statement? Mr. Parsons stated I should see Mr. Spaengler, who, he said 
had covered the smuggling phase of the report; subsequently Mr. Spaengler, 
stated that all the information he had was included in the despatch, which in- 
cluded a letter from a “local Chinese Entrepreneur” and news despatches. Mr. 
Spaengler stated that he could make assertions as had been made in the despatch 
even on one letter of this type, preferably two letters. 

3. The despatch states that a reliable local businessman described the extent 
of the Mae Lama Mining Company properties. What was his name? Mr. Par- 
sons replied that I had seen this person previously and when I said “Mr. Pleasner 
of East Asiatic Company”, he said “yes.” 

4. The despatch in commenting on the Mae Lama Mining Company states the 
managing director is “an energetic and unscrupulous promoter.” Do you have 
any evidence of acts committed by this person to warrant this statement? Mr. 
Parsons said he hadn't. 

5. Regarding the Yip In Tsoi contract, there is comment that this is the only 
one of the suppliers to observe strict compliance with its contract after initiation 
of certification procedure. How do we know that Yip In Tsoi complied strictly 
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with the contract terms after certification procedure was established? Mr. Par- 
sons stated “because Mr. Yip said so.” 

6. The despatch states that the U Tong Thai Company made no effort to con- 
fine its deliveries of ores to Emergency Procurement Service to the Burmese 
Nam Yen mine or to mines in Song Khla and Ranong provinces. The contract 
states Song Khla and Ranong districts as well as the Nam Yen mine. I believe 
we should correct the despatch on this point. Mr. Parsons stated that the word 
districts should have been used in the report when referring to the mines stated 
in the contract. 

As stated previously the above are some of the questions asked of Embassy 
officers in an attempt to find more sources of information. In many cases Mr. 
Parsons asked me to put certain questions to Mr. Spaengler or Mr. Ugardi, 
stating they could give me the information. I followed up on these questions as 
he directed. When I was talking with Mr. Spaengler he asked if I had seen 
the long written letter submitted to the security ofticer of the Embassy by Mr. 
Branning (now deceased). I said that I had not. He produced the letter which 
i read over hurriedly and I later asked that a copy be made for me. The letter 
Was anonymous, without date, and addressed to Mr. Branning who was formerly 
of the Del Pan Corporation, Bangkok. There were various accusations made 
in the letter relating to the purchase of open market ores by contractors and 
also a statement to the effect that Mr. Snell was receiving a certain percentage of 
renumeration (2%, I believe) which went “all the way to Washington.” The 
letter was unclassified and inasmuch as Mr. Spaengler told me he would have 
a copy made for me I did not make a special effort to remember the details. 1 
did, however, ask Mr. Spaengler why this letter hadn’t been made available to 
me when I first arrived to make my investigation. He stated that the letter was 
in the “security files.” 

On September 21, Monday, I discussed some of my work with Mr. Parsons. He 
stated, as he had previously, that the Ambassador would want to see me before 
I left Bangkok. Mr. Parsons was wanting to know if I had made up my mind 
regarding the recommendations to be made on the contracts. I told him that my 
job as an investigator was to gather as many facts and as much information 
as possible for presentation to Mr. Morton, who had been designated in a letter 
from Washington to make the recommendations. Also that I was under direc- 
tion of EPS/Washington and Mr. Morton, Tokyo, and I felt that it would be a 
breach of my assignment to discuss my investigative results with anyone but 
those two individuals. Mr. Parsons insisted that I see the Ambassador and I 
agreed that I would be at the Embassy office at 3:30 that afternoon and asked 
that he determine if the Ambassador would be free at that time. When I re- 
turned to the Embassy at about 3:30 p. m. I was told by Mr. Parsons that the 
Ambassador was very busy and would see me in two or three days. 

By prearrangement I had another meeting with Mr. Putnam, the RFC repre 
sentative, at his office. Mr. Putnam did most of the talking and the important 
statements that he made as far as I was concerned were (1) he did not think 
I was naive enough to believe that I could obtain a signed statement from any 
of the persons I interviewed in Bangkok. (2) That he thought my investigation 
had proceeded far enough and that if I went further we might get into investiga- 
tion of the 2% “rakeoff” that Snell was getting and which went all the way to 
Washington. He said “You wouldn’t want this to happen, would you?’ And I 
said, “Yes, I believe the investigation should begin immediately but that it should 
be a separate investigation from that which I was conducting.” 

On September 23, because of the series of incidents, I went to the Embassy and 
told Mr. Parsons that I felt I was being checked upon by unknown persons in 
Bangkok and asked that I be allowed to see the Ambassador. The Ambassador 
was not in and Mr. Parsons went with me to Mr. Brown, the Chargé d’ Affaires 
1 informed these two gentlemen of the series of incidents that had lead me to 
believe I was being checked upon and asked if I could be given protection; I felt 
that the records I was carrying were in danger; that I was apprehensive of per 
sonal bodily harm and asked whether there was a compound in the area which 
was guarded. They said there wasn't. I stated that I would be leaving by plane 
Thursday morning, and in view of the records I was carrying I felt it appro- 
priate to have a guard on my journey to the airport. They stated they had no 
guards for this purpose. Also, they asked if I wanted to wait for the Ambas- 
sador, who should return shortly. I stated that if there were no facilities avail- 
able for protective purposes there wasn’t need that I wait for the Ambassador; 
that I would see him the next day 
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That evening at my home a telephone call to the house where I was staying 
revealed that my apprehensions were unfounded. The next morning, Wednesday 
September 24, at about 10: 00 o’clock a. m., I telephone Mr. Brown to this effect 
and he stated that he was glad to hear that I felt at ease. 

I went to the Embassy in the afternoon and I was told by Mr. Parsons that 
the Ambassador wanted to see me. I walked into the Ambassador’s office 
with Mr. Parsons and before I had gone ten feet the Ambassador in a very 
commanding voice stated, “Go and get those papers at your house.” When I left 
the room I thought perhaps the Ambassador wished to ask me questions for 
which I would need any notes that I had made and I assumed I would take an 
IXmbassy car to bring the papers to the Embassy. However, Mr. Parsons told 
Mr. Spaengler to take his (Spaengler’s) private car and drive me to the house 
to get the papers. When I arrived at the house in which I was a guest, Mr. 
Spaengler fullowed me into the living room. I made myself known by asking 
for the lady of the house, who did not respond immediately, but the maid who 
speaks poor English, tried, I assumed to tell me where the lady of the house 
was I started up the stairs (the safe in which I kept my papers was in the 
bedroom of my hosts) and Mr. Spaengler started following me. I told him to 
remain downstairs When I arrived upstairs the lady of the house told me she 
had a coughing spell and could not answer immediately. I opened the two-key 
steel safe and withdrew all my papers which were in a brown manila envelope. 
Nothing else had been kept in the safe when I first had cause to use it and I 
kept the keys in my possession. 

On returning to the Embassy I went into the Ambassador’s office and there 
were five persons present at the conference, namely: the Ambassador, Mr. Par- 
sons, Mr. Spaengler, and a military man who I assumed was the Ambassador’s 
aide and myself. The Ambassador asked me questions as to what I had been 
doing in Bangkok in the course of the investigation. I told him that I had 
interviewed various people and he immediately asked whom I had interviewed. 
I started in saying I had visited the Suphaphon Company and he cut me short 
and said he did not want the names of companies; he wanted the names of 
people. I hesitated on the name of the person of this company that I had seen, 
who was the manager, but I knew his name was something like Mr. “Lum”. 
The Ambassador said I wasn’t telling the truth. He asked me for other names 
as well as dates. He was very insistent on my making quick responses to the 
questions he asked yet in most cases he would not allow me sufficient time to 
reply and kept stating that I wasn’t telling him the truth. He asked me to give 
him the papers I was carrying under my arm. I said, “I have no authority to 
give you these papers:” He ordered me to put the papers on his desk. He then 
took the envelope, withdrew some of the papers, passed them to his aide and asked 
the aide to look them over. The Ambassador himself did not look at the papers. 
After the aide had looked over the papers for some time the Ambassador asked 
Mr. Parsons if he would like to see them and Mr. Parsons also scanned the 
documents 

While these gentlemen were looking over the papers the Ambassador kept 
asking me questions rapidly. Among statements made to me by the Ambassador 
were the following: (1) He asked me if I had been drinking. I indignantly 
replied, “No, Sir.” (2) He asked why I had gone to the business houses of the 
contractors. I stated I wanted to interview them and was especially interested 
in seeing their business establishments. He stated that the contractors had 
been accused and I had no right to question them. Would I expect to get the 
truth from these people? I said, “Yes.” He kept questioning me at length 
on this point. (3) He inferred that my “face” looked very bad. (4) He stated 
that the Embassy officers had told me how to conduct my investigation and 
that I had not followed their advice; that I was guilty of a serious offense in 
not conducting the investigation properly. (5) I stated that as far as I was 

mceerned my investigation had been completed, that I was not feeling well 
and I planned to return to Tokyo by plane the next morning The Ambassador 

iid I could not go; that he would keep me in Bangkok until I “learned the 


I had planned on obtaining a report from the Director General of Mines that 
fterno but when I enroute in the Embassy car the driver informed me 
‘ ‘ offices of the Department of Mines would be closed when I got there. 
This was about 3:45 p 

Thursday, September 24, I had practically no sleep the night before thinking 
f the ill treatment I had received from the Ambassador and of the accusations 
mad gail I realized that the Ambassador was the highest 


nh iba 1and thi I had no rece se locally to } 





ad bee! 


iis orders. 
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I did not take passage on the outgoing plane, which incidentally was many hours 
delayed, and did not leave until Friday. In the morning I went to the Embassy 
and asked to see the Ambassador. I was given an audience with him personally 
I told him that I was ill and had to return to Tokyo; that to pursue the inves- 
tigation according to his direction would require starting all over again; that 
I wasn’t capable of making the investigation as he had ordered; that I wasn’t 

experienced investigator. The Ambassador told me in words to the effect 
that if I did not follow his directions and orders he would see to it that I 
would never again hold a job 

He then walked to the entrance door of his office and shortly afterward Mr 
Parsons, Mr. Spaengler, and the person I believed to be his aide, joined the 
conference. The Ambassador asked me to repeat what I had told him, which 
I did. I was told to make a written statement that I was not capable of per 
forming the investigation and that I should go to the outer office and discuss 
the proper method of making the investigation with the Embassy officers. The 
Ambassador said that. the Embassy officers would outline to me in form how 
I could verify violations of the contract I said that if the Embassy officers 
knew the method to be followed I felt they could do it better themselves. The 
Ambassador would not give consideration to this statement. 

I left the Ambassador's office and went into the outer office where I had a 
temporary desk. Mr. Spaengler told me he would write up the procedure form 
I should follow; that in the meantime I should write the note the Ambassado1 
requested. I went into Mr. Parsons’ office and Mr. Spaengler came in with a 
sample form of the actions that I should take to prove contract violations. Mr 
*arsons and Mr. Spaengler attempted to explain the procedures to be followed 
at the Department of Mines 

Mr. Spaengler stated that I had some Embassy papers with the documents 
I had left at my house. He stated that it was a violation of security laws f 


me to carry Embassy papers, or even references to Embassy documents. I told 
him that I would bring the papers back at noon and he asked also that I bring 
all my files and place them in the Fimbassy for security I took an Embassy ear 
and went to the home where | as staying, withdrawing the papers that the 
Embassy had given me previously for my information. None of the Embas 

papers I had were classified and consisted generally of pencil and k figures 
obtained from the Department of Mines by Mr. Ugardi showing mine production 
a copy of a letter from the Director General of Mines to Mr. Snell, and an 
attachment designating the production of the Mae Lama mines for the year 1952 


When I left the Embassy I decided that I would leave by plane the following 
morning regardless of the threats and possible consequences. I returned to the 
Embassy after lunch and gave Mr. Spaengler the Embassy papers I had in my 
files. He asked for my other files and I told him it was not necessary to bring 
them because I was leaving the next morning. He said the Ambassador had 
ordered me to stay in Bangkok and asked if I was defying the Ambassador's 
orders. I told him I wasn’t working for the Ambassador but for the Emergency 
Procurement Service. He then withdrew from my shirt pocket the procedure 
outline that he had given me before noon, 

Mr. Spaengler then said he wanted to go to the place I was staying because he 
thought there was other information he wanted in my files. I asked him to drive 
me past the Department of Mines so that I could pick up the report which T had 
requested in writing, but he refused to do so and finally stated that he would 
take me to my home first and then he would drop me off on his return trip at the 
Department of Mines. On arrival at the house where I was staying Mr. Spaengler 
accompanied me upstairs to the room in which the safe was located (the lady 


of the house had gone on a vacation trip the day before) I withdrew the files 
from the safe and placed them on a bed. I then went through all the documents 
while Mr. Spaengler watched me, He withdrew the copy of the letter which had 


been anonymously written to Mr. Branning. I said I would like to keep the lette1 
but he said that the Ambassador had ordered him to “get the letter back.” 

Mr. Spaengler then offered to take me to the Department of Mines. The driver 
upon questioning wasn’t sure if he knew the location, consequently I told Mr 
Spaengler I would not go with him, especially in view of my not having return 
transportation, 

My host and I had been invited to a dinner party that evening and expected 
to leave the house at about 7:80 p. m. At about 7:00 o'clock p. m. I was 
informed by the maid that there were three men downstairs to see me After 
finishing dressing I went downstairs and Mr. Brown, Mr. Parsons and Mr 
Spaengler were in the living room. They tried to persuade me not to leave 
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Bangkok the following morning, stating that if I left now the Ambassador would 
feel I was running away from something. I stated unequivocally that I was 
leaving by plane the next morning. Mr. Brown stated “Of course we can’t stop 
you.” They then asked me to send the files I had by diplomatic pouch. I stated 
that I preferred to take the files with me because I would have to work on the 
report immediately after my return to Tokyo; that experience had shown in 
our office that sometimes air-pouch mail was delayed several days and there was 
a chance of a file being misdirected. Mr. Brown stated that he had no other 
alternative than to have a security officer in Tokyo meet my plane upon arrival. 
I told him that I thought that it would be very good. Just before the three 
gentlemen departed Mr. Parsons asked Mr. Brown if he (Parsons) should tell 
me something. Mr. Brown approved. Then Mr. Parsons in speaking to me 
inferred that I would be connected with persons of unfavorable political beliefs. 
I told Mr. Parsons that I had received so many threats that this threat did 
not bother me. 

I departed from Bangkok by plane at approximately 7:30 a. m. on Saturday 
morning, September 26. The next day as I was waiting at the Pan American 
office in the Peninsula Hotel, Hongkong, for my plane departure I was asked 
to call the American Consulate by one of the clerks in the Pan American office. 
When I telephoned the person answering replied that he had just received a cable 
from Bangkok about me and asked if there was anything he could do for me. 
I replied that there was nothing he could do; that I was getting along all right. 

Upon arrival in Tokyo you met me at the airport in company with Mr. Fred- 
erick York (Security Officer of the American Embassy in Tokyo) and another 
person who you later described as a guard. I was driven to the American 
Embassy by Mr. York, and you travelled in another car with the guard and my 
flight bag, which contained my papers. 

At the American Embassy Mr. York withdrew all the papers from the flight 
bag and scanned all documents. He asked me several questions and I replied 
to each question. My replies were taken down by a stenographer. 

Very truly yours, 
EK. W. Horrnaver, 
issistant Manager for Far Fast. 


ExuHrBITt 19B 
{Memorandum ] 


EMERGENCY PROCUREMENT SERVICE, 
FAR EASTERN OFFICE, 
Tokyo, Japan, October 8, 1953. 
To: Mr. H, Morton. 
From: E. W. Hoffnauer. 

As a result of the investigation I conducted in Bangkok, it appears that infor- 
mation contained in Bangkok Embassy Despatch No. 877 is almost entirely 
circumstantial. Many inaccuracies, assumptions and opinions are expressed 
which have no factual background. 

I shall state below some of the inaccuracies I have noticed in the Despatch. 
It would require a very lengthy report to refute all allegations made therein. 
My comments are made starting from the beginning of the Despatch and con- 
tinuing on to the end. 

Page 1 (@) 

1. It is stated that “All contracts require that the wolfram ore delivered to 
EPS be the production of certain specified mines in Thailand, owned and operated 
for the most part by the contracting parties.” 

This is an error because the contracts do not state that the mines are to be 
owned and operated for the most part by the contracting parties. 

2. It is stated that according to evidence developed by the Economic and Com- 
mercial Section of the Embassy, all four contracts have been violated seriously 
through the delivery to EPS of wolfram ore either from mines not under contract, 
or purchased on the open market, or smuggled into Thailand. 

I was unable to obtain any factual proof verifying these accusations. 


Page 1 (b) 


3. The Despatch states that the Bangkok EPS Office may be considered respon- 
sible for failing to develop and report certain information. 


we 
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There is no evidence that the Branch Manager in Bangkok did not attempt to 
develop information. The Managing Director of U Tong Thai Company stated 
that Mr. Snell queried him many times about contract deliveries. It is quite 
possible that Mr. Snell did not report information due to his inability to obtain 
factual proof. 

4. It is stated that “the GSA contracts with suppliers in Thailand might long 
ago have been amended to provide a more realistic delivery schedule or might 
even have been cancelled for noncompliance, saving the U. 8. Government 
several million dollars.” 

It is a prerogative of the contracting officer to determine if the need for 
material is so great, whether smaller deliveries warrant contract amendment ; 
and cancellation should be based on actual proof of contract violation. 

5. Reference is made to the “loss of American prestige among members of the 
local business community and resentment over the unfavorable effect of GSA 
policies on the local wolfram market.” 

The only members of the local business community I was advised to contact 
by Embassy officials were Mr. Erik Plesner of East Asiatic Company, Ltd. (a 
Danish company), Mr. Ho of Thai Wah Trading Company (a Chinese company), 
Mr. Yip In Tsoi of the company bearing that name (a Thai incorporated company 
directed by a Chinese), and a person named Prince Rajani, former agent of 
Mae Lama Mining Co., whom I did not see. These are four large companies 
who are reported to be exporters of wolfram ore. It is quite possible that these 
four companies are looking forward to their own economic benefit because they 
are unable to purchase ore at low prices. I was shown no statement at the 
Embassy of any member of the business community which indicated that there 
was a feeling of loss of prestige. None of the persons whom I interviewed, made 
reference to loss of American prestige, except Embassy staff officers and Mr. 
Putnam, RFC representative. 

Page 5 


6. Table I-2 states the price of wolfram ore in Bangkok in 1951-52. The open 
market prices obtained from the Thai Government Ministry of Commerce, “Daily 
Trade News” and commercial sources list prices in Baht per picul. The rate of 
exchange for the Thai Baht has changed considerably from month to month. 
The prices should have been quoted in dollars per long ton unit. The “price of 
actual transactions” was obtained from the East Asiatic Company, Ltd., Bang- 
kok. It is significant to note that prices for the year 1951 were omitted. 

Page 7? 

7. It is stated that “Available evidence of the smuggling of Burmese wolfram 
ore into Thailand is suflicient to justify both its acceptance as fact and the 
assumption that some of the ore, perhaps a large portion of it, has been delivered 
to EPS under its contract with alleged producers in Thailand.” 

This assumption is made without any actual proof. 

8. It is stated that the purchase of wolfram ore smuggled from Burma was 
brought astonishingly to the Embassy’s attention through a written offer by a 
Chinese entrepreneur. On page 8 this entrepreneur states “the wolfram pro- 
duced (in Burma) is better in quality than that produced in any parts of 
Thailand.” Later on in the same page the Despatch states “The allegation 
in the letter that the smuggled Burmese ore is of higher quality than Thai ore 
is a gross exaggeration.” 

If the Embassy feels that one part of the letter of the Chinese entrepreneur 
was a gross exaggeration, it is possible that other portions of the letter may 
also be exaggerated. 

Page 9 


9. The Despatch states “It is not known whether there are any separators 
in Mehongsern Province near the Burmese border; however, it is reasonable 
to assume that there are inasmuch as Mawchi ore would have to be separated 
near Me Sarieng, Thailand, in order to be submitted by the Mae Lama Mining 
Company to the provincial mining officer for certification as the production of 
the Mae Lama mines.” 

There is no factual proof to this assumption; furthermore, the statement 
indicts the Mae Lama Mining Company on the basis of the assumption. 


Page 10 

10. The Despatch relates that “It was apparently the intention of EPS to 
make contracts with leading producers rather than with traders.” 

I found no evidence in writing which would authorize this statement. 








136 CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 


11. Further on in the same paragraph “(Comment: This is borne out by the 
fact that the East Asiatic Company, Ltd., Bangkok, the leading dealer in wolfram 
ore in Thailand, considered itself to be disqualified from signing a contract with 
GSA because it was not itself a producer of ore).”’ 

Mr. Plesner, of East Asiatic Company, Ltd., told me that he had offered ore 
to Mr. Snell but the negotiations were not concluded because his head office 
deemed the venture too speculative. There are attached Exhibits IV and V 





whic ire copies of letters given me personally by Mr. Yip In Tsoi relative to 
né tiations between Ea Asiatic Company and Mr. Snell 

12. The Despatch state I s apparent that EPS was at first motivated by a 
desire to obtain maximum amounts of wolfram ore from Thailand at a fixed price 


with the market price prevailing at the time, without either driving 





hard bargains with Thai suppliers or enforcing the contracts to the letter.” 

Chere is no proof of tl apparent conception by the Embassy. All contractors 

t that the initial price f their contracts were lower than market prices at 
the time contracts were neg ted 
Page 11 

13. The Despatch states “At tl point EPS could be expected to have settled 
‘ i policy of policing and enforcing its three contracts in Thailand.” 

There is no evidence to prove that there was or was not a policy settled upon, 
or what action was taken by the EPS representative in Bangkok. 

As stated on page 10 of the Despatch the | assy did not enjoy the full co 
operation of the Bangkok Offic It is possible tl the EPS Branch Manager may 
have taken action which he did not report to the Embass) 

Pa ] 

1 The eport states “Under one contract over 50 of the deliveries up t 

J 1, 1953, cor ted of ore purchased he open market. Under anothe 

t approxim: y ty hirds of ore delivered to EPS has come from sources 

r than mines under c I of the ore probably having been smuggled 
Bu 


The Embassy speaks of obtaining “corroborating” statistics and other in 


wit] t difficulty from the Mines Department and from commercial 
irces and that there is no evidence that EPS/Bangkok made a conscientious 
i i S I m Ol 
The only information made available to me from the Mines Department were 
p ed or inked notes made y Mr. Ugard f the Embassy’s Commercial Sec 


tion who stated he had obtained them informally from friends in the Mines 
Department, and an original unclassified letter 10 Mr. Snell signed by the Di- 
rector General of the Department of Mines listing the production of Mae Lama 
I es during the year 1952. The Embassy, to my knowledge, obtained no official 
reports from the Department of Mines or commercial sources. 





16. The Despatch states that “the Embassy believes there has been little capi 
tal improvement at the mines, yet no U. S. Government employee, so it is stated, 
has visited the mines.’ 

This statement I believe cannot be considered as evidence. The Managing 
Director of Mae Lama mines said that a Mr. Rykker of MSA/Bangkok visited 
his mines. I tried to contact Mr. Rykker but he was out of the city. 

17. The Despatch reports “a reliable local businessman in the tin and wolfram 
business had informed the Embassy of the extent of Mae Lama mining proper 
‘ 


When I questioned Mr. Parsons, the Embassy's economic counselor, as to the 
name of this person, he told me I had seen him before. When I said “Mr 
Plesner,” Mr. Parsons said “yes.” 

18. In speaking of the Managing Director of the Mae Lama Company the 
Despatch describes him as “an energetic and unscrupulous promoter.” 

I asked one of the officials on what basis this statement was made. The only 
reply was that “everyone in Bangkok knows this to be true.” 
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Page 16 

19. The Despatch states, “Obviously the Mae Lama Mining Company has 
since mid-1952 been procuring large amounts of wolfram ore from sources other 
than its own Mae Lama mines and has been delivering it to EPS.’ 


Such condition was not obvious to me. The Embassy insists that there are 
only five mines involved in the Mae Lama contract rhe contractor states 
that there are eleven mines involved. The contract reads “ the productio! 





of the Mae Lama m 
production of the Mae Lama mines for the period from April 1, 1951, throug! 
March 31, 1954 * * *.” This contract dseignation is loosely worded and it is a 


hes; or such small re quantity as shall constitute the tota 





point of legal opinion as to the number of mines involved. Exhibit VI is a copy 

of a letter written by Mr. Snell to the Director General, Department of Mines 

in which he lists eleven mining leases in which the compan has interest 
{ 


Whether this can be construed as an acceptance by the Government of the numbe 
of mines involved is also a matter for legal opinion 


Page 17 

20. The Despatch again quotes, “The reliable local businessman quoted in 
Section A of this part has informed officers of the Embassy of the production of 
Mae Lama mines.” 

This reliable local businessman is again Mr. Plesner of East Asiatic Company 


Page 18 

21. The Despatch states “not only are ten of the eleven leases in other than 
the Mae Lama Mining Company ; 

The Managing Director of the Mae Lama Mining Company informed me that n 
person or company in Thailand could hold more than one lease in the so-called 

losed” area. This was confirmed by the Director General of Mines. 

21. Further on in the same paragraph the COMMENTS are “If the Mae Lama 
Mining Company intended to supply ore from mines other than the Mae Lama 
mines it should have recorded that fact in its original contract.” 

Mr. Putnam, RFC representative, who negotiated the contract for the Goy 
ernment was also negligent in not listing mining lease numbers involved Ihe 
Director General of Mines informed me that his Department recognizes mines 
only by mining lease numbers. 


Page 19 

22. The first line of this page in speaking of Mae Lama Mining Company's 
acquisition states ‘‘either by stock purchase or by gift.” 

There is no evidence of gifts being made to the Mae Lama Mining Company 


Pade 28 

23. In making conclusions on the Mae Lama contract, it is stated that ‘The 
Mae Lama Mining Company is making monthly deliveries of wolfram ore to 
EPS in amounts in excess of three times the actual production of mines under 
contract.” 

The number of “mines under contract” must be determined by legal authority 

24. The Despatch states as one of its conclusions that “The Mae Lama Mining 
Company has in all probability included in its delivery to EPS wolfram ore of 
Burmese origin which has been smuggled into Thailand.” 

To my knowledge no connection has been established between smuggled Bur 
mese ore and Mae Lama Mining Company deliveries. 

25. Table II-8 purports to show excess profit made by Mae Lama Company 


There is no evidence of purchases made by the Mae Lama Mining Company . 


Page 21 

26. At the bottom of the page a statement is made “EPS/Bangkok chose to 
accept the Certificate of Origin of the Director General of the Mines Depart 
ment, whose certificate the Embassy believes to be almost worthless in view of 
his reputation for corruption and in view of his (page 9) close connections 
with the wolfram suppliers in question, especially the Mae Lama Company 
people.” 





45437—54 10 
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Throughout the Despatch Embassy officials refer to statistics obtained by the 
Embassy from the Mines Department which they assume to be factual. There 
is no evidence that the Director General of the Mines Department has a reputa- 
tion for corruption. 

Page 24 


oO7 


27. The Despatch states that ‘Mr. Yip admitted delivering ore to EPS which 
had not originated in the mines under contract.” 

In conversation with Mr. Yip In Tsoi I was told that when he originally nego- 
tiated with Mr. Snell, he gave a series of mine numbers believing the mine 
designations not to be too important. He even omitted several of the mines 
that he was operating. 

Page 26 

28. The first paragraph states “Mr. Yip is understood also to have cooperated 
fully with EPS/Bangkok in its investigation * * * in the anonymous cable.” 

Mr. Yip informed me that Mr. Snell did not question him about the anonymous 
cable; that he believed Mr. Snell checked through other sources. 


Page 28 


29. The Despatch reads “This situation, coupled with the apparent fact that 
Yip In Tsoi has purchased no ore in the open market for delivery to EPS since 
this article has been enforced through a requirement of the Mines Department 
of a Certificate of Origin,”’. 

I saw an Inter-office communication in the files of the Embassy at Bangkok 
written by Mr. Spangler in which it was noted that during the month of May 
1953 (to the best of my recollection) a statement was made that it appeared 
Mr. Yip In Tsoi had purchased wolfram from a source other than the mines 
listed. 


Page 29 

30. The Despatch in referring to U Tong Thai Company states “It is not 
listed as a producer of raw materials.” 

The contract does not stipulate that the contractor must be a producer. 

Page 30 

31. In the Comment made on this page “the Embassy designates the U-Tong 
Thai Company as an unsavory group of persons and the Embassy did not realize 
‘until very recently’ that the United States Government was purchasing wolfram 
ore from this group of persons.” 

The certificate of acknowledgment of execution of an instrument, which is at- 
tached to the contract, signed by William F. Spengler, Vice-Consul of the United 
States Embassy in Bangkok, states “That on this 2nd day of May, 1952 before me 
personnally appeared Sonvang Sarasas, Managing Director of U-Tong Thai 
Company, Ltd., Bangkok, Thailand, to me personnally known, and know to me to 
be the individual described in whose name is subscribed to and who executed the 
annexed instrument and being informed by me of said instrument, he duly 
acknowledged to me that he executed the same freely and voluntarily for 
the uses and purposes therein mentioned.” 


Page 31 


»») 


32. The Despatch states “The inclusion of the Nam Yen mine in the contract 
and the declaration that it is in South Thailand is conclusive evidence of fraud. 
‘os It is clear, then, that GSA Contract GS-OOP (D) 12252 contains a 
misstatements of facts. * * *” 

The contract was negotiated by the EPS Branch Manager at Bangkok with the 
Managing Director of U-Tong Thai Company. The Branch Manager should have 
known of the location of this mine, which I understand is located in Burma. 
The contract was signed by the contractor and subsequently by the contracting 
officer for the United States Government on the basis of recommendations by Mr. 
Snell. If there is a misstatement of facts in the contract, it appears that he 
conract should not have been signed for the Government. 





oe 
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Page 82 

33. The Despatch states “None of the mines in Songkla and Ranong Proy- 
inces is leased to the U-Tong Thai Company.” 

The contract designates Songkla and Ranong districts rather than provinces, 
There is no stipulation in the contract that the contractor must be the lessee of 
the mine. 

Page 33 

34. The Despatch states “The letters of April 8, 9, and 28 have been removed 
from the EPS files but the Embassy assumes that they were incomplete state- 
ments of the numerous leases of companies.” 

I saw one of these letters in the files of the Director General of the Mines 
Department and the only change made on this particular letter was a change in a 
mine lease number and typographical corrections. 

Page 34 

35. Under conclusions on the U-Tong Thai contract it is stated “that the -con- 
tract was conceived in fraud.” 

It appears that this statement requires legal opinion 

36. The next paragraph begins “If it is assumed, * * *” and there follows a 
statement of extra cost to the U. S. Government 

The assumption by the Embassy is not proof of extra cost to the U. 8S. Govern- 
ment. 

Page 35 

37. The last phrase of the first paragraph reads “with the result that the U. 8 
Government has been purchasing Burmese ore under a Thailand contract.” 

There is no factual proof to this effect. The Managing Director of the U-Tong 
Thai Company informed me that if it could be proved that he delivered even one 
ton of Burmese ore under his contract the contract could be cancelled. 

38. The Despatch reads in regard to the Pradit Trade and Industry Company 
contract “It was stated that the company requested a 30 day extension because of 
the delay caused by the loss of the contract in the mail and because of incorrect 
drawing of a Letter of Credit.” 

Files in the EPS Tokyo Office will reveal that apparently the first contract 
signed by this company was not received; that a new contract had to be written 
and forwarded to Mr. Snell for execution. 


Page 36 


39. The Despatch reads under facts and opinions on performance under the 
Pradit Trade and Industry Company contract “The subject company is definitely 
not a producer of wolfram ore.” 

The contract did not stipulate that the contractor must be a producer of wolfram 
ore. 

40, In the next paragraph there is the phrase “the transaction could have been 
eancelled for noncompliance regardless of the incorrectness of the L/C and the 
necessity for amending it.” 

A contract cannot be cancelled outright if extenuating circumstances require 
additional time. 

Page 87 

41. The first paragraph of this page begins, “It is clear from the foregoing 
report that all four GSA contracts * * * have been violated,”’. 

It is not clear to me that there have been contract violations, especially if 
consideration is given to circumstances surrounding negotiations and interpre- 
tations of loosely worded property designations. 

42. In the third paragraph of this page the Embassy states “To give the sup 
pliers the benefit of the doubt * * *”. 

This appears as an admission that there is no conclusive proof of contract 
violations. 

43. The fourth paragraph of this page reads “that cancellation of the U-Tong 
Thai Company contract would require further on-the-spot investigation by an 
EPS official before the action is taken”. 
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rh also proof that the Embassy is not sure of its grounds for cancellatio: 
44. The last paragraph of this page contains the phrase “Local wolfram ex 
porte are beginning to express resentment * that GSA is buying illega 
re a igh prices and thus precluding in their obtaining a fair share of the 
busil vhile at the same time affecting the local market by driving the pric 
or wi p ad 
\" appeal to be evidence ¢ i previous statement in this letter that oth 
wolfram ore exporte e making complaints for their own economic benefi 
Pac 9 
In the re endations stated in paragraph 2 (a) on this page, 
( l I ( wed that the terms of the contract ha\ 
\ | el U.S. ¢ ernment I am not convinced of violations 
be ‘ ack « 0 sive ]} f, although many people I contacted in Bang 
k ed there were contract violations, but would not put their statements 
it same paragraph states “that each contracting party should be giv: 
a f selling a s1 er quantity or being investigated” 
| a mild thre: 
17. In the last paragraph of this page the statement is made “The Mae Lama 
the se egitimate source of ore under the contract—shows a monthly 
se J on of Mae Lama ines to be only 12.327 long tons * a 
rhe er of 1 involved the Mae Lama Mining Company 
een es shed 
] ) 
18. The first paragraph read In recent months the Department of Mines Ce1 
tific: f Orig accompanying the ipments of ore under the GSA contr 
that some the ore being shipped has originated in provinces 
othe I it ( sted the co. TT 
In this statement the Embassy appears to take f granted the veracity 
the Department of Mines Certificate of Origin, while previously Mr. Snell wa 
task for re il on this ey nee 
E. W. Horrnaver, 
issistant Manage r for Far East 
{Translatio1 I Le Del e (P ha Thipatai) Thai daily newspaper, Septer 
19 io (f I I t 
EXHIBIT I 
Ac se GSA or BreEAcH ¢ Contract; GSA ABRUPTLY STops PURCHASES 


IMMEDIATERY AFTER KOREAN TRUCE CONFERENC! 


Thai mining companies prepare to sue GSA for breach of contract and for 
refusal to make payment on deliveries according to the terms of the contract 

It was reported that the Mae Lama Mining Company of Maehongsern province 
signed a contract with GSA with the understanding that the company would 
deliver their ore production to GSA during a two-year period. Deliveries and 
payments have been made since date of signing the contract. When the 
Korean Truce Conference began, Mae Lama continued to supply ore to GSA and 
to this date it has delivered 900 tons of ore with an approximate value of 9 
! on baht. GSA now refuses to make payment for deliveries which will 
void the contract. Directors of the Mae Lama Company came to Bangkok to 
initiate court action. The Seni-Athakari law firm will represent the Mae Lama 
Company; the latter originally negotiated the contract on behalf of the Mae 
Lama Company. 


Exursetr II 


AMERICAN EMBASSY, 


Bangkok, Thailand, September 17, 1953 


NAI PATHOM KHOCHASENI 
Director-General, Mines De partment, 
Ministry of Industry, Bangkok. 
Drar NAt KHOCHASENT: In accordance with arrangements made in discussions 
at your office Tuesday morning, September 15, I am requesting the following 
information on the mine leases numbered on the attached list: 





CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 14] 


Date of lease. 

” Location. 

>} Name of lessee 

+, Production by months from January 1, 1951, to latest month reported in 1953. 
Number of miners employed. 

6. Purchasers of production. 


An early report bearing your official signature and title on the letter of trans- 
ttal will be appre inated 
Very truly yours, 
E. W. HorrNaver, 
issistant Manage r for the Far Kast, 
Emergency Procurement Service. 


tachment: As stated above 


Mining Lease No.: Mining Lease No.: Mining Lease No.: 





5371/5024 8402 /G285 2967 /54388 
5373/5115 295 /DSOO 8015/5861 
5302/4548 2906/5801 6250/4877 
5466 /5860 297 /DT97 8057/6102 
478/5892 298 /D7T98 S038 /6144 
1421/3790 3801/6085 8064/6229 
7551/6383 8311/6084 6260/4960 
7578 7448/5701 6329/5481 
7473/5417 7500/5820 8015/5861 
7446/5089 7501/5814 5716/5880 
7481/5760 7535/6279 5733/5808 
5376/5126 7550/6288 5483/6090 
S400 9894 /H863 5788/5874 
8404 2999 /5688 5484/6091 
8414 S037 /6040 5467/5855 
8413 6328/5480 5377/5185 





ExHIsIT III 


We 
Buyer K.Gas Tota 
Supapon Co., Ltd___. 103, 855. 4 
2494 B. I et 
2 Liang Ngiab Co., Ltd 123, 9 
1951 A. D 
lailey Metal Co., Ltd_. 10, 160 
4 Pra Kunirapai Co., Ltd ss 
Supapon Co., Ltd 81. 220.1 
Yip In Tsoi Co., Ltd 2495 40, 641.2 144, 273.3 
7 | Supakitch Co., Ltd... 1952 A. D 22, 352.0 
& Supapon Co., Ltd 1 000. 9 
[hai Sin Chan Co., Ltd 2496 20, 320. ¢ 1 2 
rhai Wah Trading Co., Ltd. 19 A.D 
SEPTEMBER 18, 1953. 
(Signed) Luana Rotn RATHAYICHAEN 
MINES OR NIZATION 
Exutipir IV 
[Tne EAst ASIATIC COMPANY, LTD 
Bangkok, Ist February 1952 
P/K'l 
VIN B. SNELL, Esa., 
Emergency Procurement Service, Banokol 
DEAR SIR Wolfram With reference to ont esterdav’s conve! t we ] e 
he pleasure to make you the following proposition on behalf of one of r 
its, who is working a number of Wolfram Mines: 
Quality: Wolfram Ore as per contract “B.” 


Quantity: minimum 520 tons, maximum 1,000 tons. 
Deliv : to be spread over 3 years, commencing July 195 


¥ 
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Price: first year (July 1952/June 1953) 120 to 200 tons, US$66.00; second 
year (July 1953/June 1954) 200 to 400 tons, US$64.00; third year (July 
1954/June 1955) 200 to 400 tons, US$62.00 per long ton unit, f. o. b. Bang 
kok, net landed weight. 

inalysis: final account sales to be rendered on basis of analysis by a recog 
nised chemist in U. S. A. 

Payment: Provisional payment 100% on basis of 65% W. O. 3. Sellers to 
provide a Bank Guarantee for settlement on basis of outturn weight and 
analysis ascertained at destination. 

This is a firm offer subject to sellers’ confirmation and subject to your reply 
being received on or before 15th February 1952. 
Yours faithfully, 
Copied by Lee Kok Hin. 


ExHIBIt V 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Bangkok, Thailand, February 4, 1952. 
Mr. ERtk PLESNER, 
Submanager, The East Asiatic Company, Ltd., 
Oriental Lane, Bangkok, Thailand. 

DeAR Mr. PLESNER: Thank you for your letter of February 1st, wherein you 
offered wolfram on a three-year term basis. 

I have recently received information from the Washington office of the Emer- 
gency Procurement Service, which in effect states that they will consider the 
procurement of wolfram on a long-term contract basis under the following con- 
ditions and prices: 

First year, $65.00 per long-ton unit. 

Second year, $63.00 per long-ton unit. 

Third year, $60.00 per long-ton unit. 

Minimum of 65% W038. 

F. O. B. Bangkok. 

Payment, 80% payment by letter of credit upon delivery, and 20% final 
payment after analysis in the United States. 

The above payment clause has been the standard maximum payment terms 
by E. P. 8. for the procurement of wolfram in this area. 

Your letter is not too clear as to whether your firm, or your client proposes 
to negotiate a teri contract with E. P. S., since the offer is on behalf of one of 
your clients. 

In the event the East Asiatic Company proposes to enter into a contract as 
the seller, it is highly possible that E. P. S. would consider a 90% payment with 
the balance of 10% payable after inspection in the States. 

A. proposal was made several months ago that E. P. 8S. make payment of 100% 
on delivery and the supplier furnish a guarantee. However, this proposal was 
not acceptable. 

If your firm or your client is interested in the terms and prices stated above, I 
shall be pleased to forward the acceptance to Washington for immediate approval. 

Very truly yours, 
ALVIN B. SNELL, 
Manager Bangkok Office. 


ExuHreiT VI 


PROCUREMENT SERVICE, 
Bangkok, Thailand, November 22, 1952. 
Re BK-199. 
NAI PATHOM KHATCHASENIT, 
Director General, Department of Mines, 
Bangkok, Thailand 

Dear Nat PATHOM: Reference is made to my letters to you of October 29th, 
BK-173, and October 31st, BK-—183, wherein it was requested that certain infor- 
mation be furnished this office relating to the production of wolfram in mines 
operated by the Mae Lama Mining Co., Yip In Tsoi & Co., and U. Tong Thai Co 
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There has been some delay in my obtaining the additional information requested 
by your department, in order that a reply might be made. I would appreciate if 
you will, at your earliest opportunity, furnish this office with the information 
requested in the two above mentioned letters, 

The Mae Lama Mining Co. has furnished to me the following numbers of mine 
leases, which they state have been granted to them in Northern Thailand, re 
puted to be in Mae Sariang area. The numbers are as follows: 

8400 /6265 
8404/6339 
8414 /6378 
8413/6286 
8402/6285 
Apart from these mining leases, Mae Lama also states that the company holds 
shares in the following mine leases: 
295 /5800 
296 /5801 
297 /5797 
298/5798 
301/6085 
311/6084 

In relation to these above groups of mining lease numbers, it would be appreci- 
ated if you will furnish the date of issue of these leases and production figures 
for the past twelve (12) months. 

The Yip In Tsoi & Co. has furnished the following names and mining lease 
numbers of mines located in Southern Thailand, operated by their firm. I will 
appreciate verification of their operation and also production figures for the 
past six (6) months for each mining lease. 

Khao Nora & Ronglek Mine 
Mining Lease Nos. 5373, 5303 and 1421 
Situated at Tombol Noppitam, Amphur Thasala, 
Changwad Nakorn Srithamaraj. 
Sin San Mine 
Mining Lease Application No. 22/2493 
Situated at Tambol Tungmoh, Amphur Sadao, 
Changwad Songkhla. 
Wang Phra Mine 
Mining Lease Nos. 7473, 7446 
Situated at Tambol Tung Tam Sao, Amphur Haadyai, 
Changwad Songkhla. 
Khao Kiam Mine (on tribute) 
Mining Lease No. 5376 
Situated at Tambol Noppitam, Amphur Thasala, 
Changwad Nakorn Srithamaraj. 
This mine belongs to Dr. Wen Poo Yin and is subleased by Yip In 
Tsoi & Co. 

At the moment, I do not have complete information of the U. Tong Thai Co. 
mining lease numbers. As soon as they are received, I will forward them to 
you for verification also. 

If the mining lease numbers as shown above for the two companies are cor- 
rect, I would appreciate indication as to whether or not documentary certificates 
could be furnished by the Mines Department verifying production and monthly 
shipments of each lot. The responsibility of obtaining the certificates would 
rest with the contracting companies making the shipment. 

Your assistance and cooperation is greatly appreciated. 

Very truly yours, 
s/ ALVIN B. SNELL, 
Vanager, Bangkok Office. 
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U-Tona THar Co., Lip 
Head Office And Warehouse: 
“U-TONG” Building, 539 Luang Road, Bangkok 
CONFIDENTIAL 
Attention: Mr. HoFFNAUER BANGKOK, September 24, 1953. 


Emergency Procurement Service, 


GSA Representative, Tokyo 


Vote Concerning All Contracts with GSA 
requested by Ir. Hoffnauer. we hereby like to confirm in writing what we 
ive said verbally. We believe Rumours come from 3 sources: 
l hal youl ereated by ealousy because of compet tion The credit of certain 
firms as leaders in wolfram ores business soon after the 2nd. World War, is now 


ave lost their leading 


positio! Some reasons must justify why they 1 
ich are the cases of 


roles as wolfram ores exporters at the present time Si 

(A) Thai Wah Trading Corporation, a subsidized company of Wah Chang 
Corpo on of New York. We remember that Mr. Wong, the president of Thai 
Wah has once said that Wah-Chang is very influential in Washington, and that 
they can cause those contracts which GSA has made in Thailand to be cancelled 
if they want to 

In this respect, we do not want to accuse Mr. Wong in saying so, maybe he 
spoke in a mood of humour, but nevertheless, during Mr. Snell’s control in 
Thailand, most complaints come from Thai Wah Trading Corporation. 

If Thai Wah Trading Corp. have lost their customers in supplying of wolfram 
ores in Thailand, and Burma, (which we have heard of), that was due to Thai 
Wah’s own fault. Miners complained that they have taken too much advantages 
in the analysis. Those complaints have been located at the Mines Department 
several times some months ago. 

If Thai Wah Trading Corporation complains that they cannot buy ores in the 
South of Thailand, that is not exactly right. The production in the South is about 
40-50 tons monthly, depending on the months of the year. They can buy from 
open market at least 20-30 tons easily, while in Kanchanaburi and in the North, 
they can buy at least 20-30 tons a month out of the mines of other people. Some 
of our associate mines still supply to them. 

(B) East Asiatic Co., Ltd. is another case. This firm is not happy that con- 
tracts with GSA still go on for another year. 

These two companies used to buy ores from the Mines Department every time 
there is tender. We, the U-Tong Thai Co., Ltd., have only tendered once and 
failed and that was about one year ago. We never tendered again. Should one 
have obtained those ores, the latter would have been destined to other buyers, not 
certainly to GSA 

2. Accusation caused by Jealousy on our contract, on Mae-Lama’s contract, on 
Yip-in-Tsoi’s contract, caused by some dealers in wolfram ores, who, on several 
occasions, went to Mr. Snell’s office, and tried to obtain similar contracts. When 
Mr. Snell left and Mr. Parsons succeeded him, these dealers tried again and as 
Mr. Parsons probably did not understand why the U. S. Government should buy 
wolfram ores at USS 65, instead of 42 at present day market, he of course liked 
to listen to all reports from those people, who, by revengeful idea, supplied Mr. 
Parson’s office with informations partly true partly false. 

3. Rumours and false reports caused by some bad people and firms who having 
seen these contracts getting good profit, try to squeeze some money from U-Tong 
Thai Co., Ltd., from Mae-Lama Mining Co 

In the case of the U-Tong Thai Co., Ltd. It is possible that, a certain Michael 
Chow, manager of Chau Cheng Heng Co., Ltd., who has his own American agents 
in New York, probably has made accusations against us. 

In the case of Mae-Lama Mining Co. and Yip-in-Tsoi Co., there may be some, 
we can not ascertain who they are 

As to other wolfram ores exporters such as E. A. Jurgens, Lieng Nghieb Co.. 


Tan Peng Choon Banking Corp tion, Supaporn Co., Ltd We have heard that 
they have long term contracts with Oversea Metals Corporation and M ‘tallurg 
Ores Corporation—So they cooperate together in supplying wolfram ores to those 
contracts 

To heck which mines s Ippivin the ores are not ver easy unless you will 
reque he Thai Government to help diplomatically, but the ways to check can 
' ‘ nt owing 





whe 
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(1) Documents of paid Royalties (in the custo! 

(2) Transportation permit from the mines to Bangkok. 

(3) Country of origin certificates issued by the Mines Department 

In fact, the third item should be quite sufficient 

As far as We are concerned, we have official copies of all the ores transport 
papers ready to be checked. These documents prove clearly from which mines 
in which areas come the ores. 


Our opinion 


It is not a good idea to have the U. 8. Embassy, Department of Economics to act 
as representative for GSA for control works regarding these 8 contracts. We 
believe that all the contractors would prefer GSA to set up their own office 
Bangkok so that they can see with their own eyes and check every time they ha 
suspicion. While being on the spot, they can investigate more e: 1 
judge by reports. While Mr. Snell was in charge, there was already a t of 
troubles between him and the contractors. We were visited by him very oftenly 
and were called to his office to be criticized on our deliveries, and on small oth 
things. He was severe but we likel him because he understood our situat 
and our real difficulties. The Embassy of course report from news collected by 
their own employees, who now and then inform correctly or wrongly 





Conclusion 

The Thai Ministry of Foreign Affairs and The Thai Ministry of Industr 
are informed of this pending conflict, and we dare assure you that they are not 
very happy, because 

1) This is a small business where the Thai Merchants get a good re putation 

1 enjoy good credit in supplying strategical goods such as wolfram ores to 
U. S. Government through GSA. 
2) Even the sum involved in these deals is perhaps a few drop of water it 
ocean compared to various aids of U. 8S. Government to friendly underdeveloped 
countries, but it is an income in U.S. dollars which the Thai Government certai 
appreciates and badly needs 

3) Rumours now go on everywhere, and even Chinese newspapers in B 
have stated these news, that U. 8S. Government, because of the rise in ] e 0 
wolfram ores causing much difference between the contracted price and the 
present market price, try to find all sorts or excuse to stop and cancel the cor 


e 


tracts they have signed. This is not very fair of course that they accuse the 
U. S. Government, because, as far as we know, GSA has not yet cancelled the 
contract, but you will understand that news and Rumours go very quickly in the 


Far East 


ane 
ath 


In conclusion, while the Thai people and the Thai Government appreciate 
deeply what the U. 8. Government has done to Thailand with the Military Art 
Aid, and the MSA. (now FOA) Organisation—in as much as we are ready to die 
side by side with our friends the U. S. Army (fact the Korean War), why t 
create such a bitterness by sudden severity and reaction on these contracts for 
a few million dollars, not even 5 million in all, 


What difference could it make from which mines come the ores, in as much 
as the main requirements are the ores, and not the origin, which is not mentione 
in the contract that the Mines Department should do so. If wolfram ores cost 
now USS70 per long ton we wonder whether GSA would like to check those 
mines or not. 

We are sure that you will take up all the points exposed above into cor 
sideration. We have faith in your broad view and your fair judgment If a 
small mistake has been made, GSA may be generous enough to tolerate, but 
GSA has found evidence that big faults have been committed, then it is up to 
GSA to punish the faulted party either by reducing the amount of ores in the 
contract, or to amend a new one. 

We do not know whether Yip-in-Tsoi and Mae-Lama have done some mistak 
or not It is not our business to say anything. But we sympathize with Ma 
Lama Co. as far as their money is stuck on the ores already shipped. For 
U-Tong Thai Co., Ltd., we can again confirm and reassure you that we have 
exported not a single kilo of ores coming from Burma, or Muang Nam Yen or 
from other district In order to avoid misunderstandings, we have only con 
fined ourselves to export the ores mentioned only in our leases numbers—accord 
ing to our letter LI. 29/53 dated May 1st, 1953 from the mines in the distriets 
of Songkhla, Ranong and a few tons from Nakornsrithamraj and Surasdhani, 
in the areas situation between Songkhla and Ranong. And for this doing, your 


f 
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office through Mr. Snell had been already informed before the shipments have 


been made. 
Yours respectfully, 


For U-Tone THar Co., Lip. 


EXHIBIT 19C 
U-Tone THAI Co., Lip. 
Head Office And Warehouse: 
539 Luang Road, Bangkok 
Tue U-Tone TuHar Co., Lrp. 


Founded in March, 1949 





Registered No.: 


Nos Name 


1 | Maj. General Kris Punakand 


nw 


H. H 
udhi 
3 | Maj. General Thanorm-Kittika- 
jorn. 
4 | Colonel Prapas-Jarusathien 


Prince Ratayakara-Vis- 


5 | Colonel Jit-Sunthanondh 
6 | Colonel Narong-Saleerathavipak 
Luang Chalerm-Sunthornkarn 


8 | Mr. Sivaat-Atsavakiert 


9 | Capt. Somvang Sarasas 


10 | Dr. Somthob-Suwanasuthi 


/s/ (Capt. Somvane SaRAsas) 
Managing Director. 


“U-TONG” Building 


Ministry of Commerce No. 2205 
Registered Capital: Tcs. 1,000,000 
BOARD OF DIRECTORS, 1953-1954 


Present Position in the Government | 


Commander in Chief of all the Tank 
Forces and Cavalry Divisions 

Manager of H. M. Queen Rambhai’s 
properties. 

Deputy Commander in Chief of the 
First Army. 

Commander in Chief of the Bangkok 
Garrison Forces. 

Commander of the Ist Division of the 
Tank Forces. 

Under Secretary of State for Com- 
merce. 
Treasurer of the F.I. 0. Director of 
the Government Industrial Bank. 
Owner of Yong Thye Hong Jewellery 
Shop 
Stores. Vice Chairman of the Pa- 
cific Insurance Co., Ltd. 

Adviser to Henry Waugh & Co. Man- 


Position in the Co. 


Chairman. 


Vice Chairman. 


| Director. 
| Director. 
| Director. 
Director. 
Director. 


| Director. 


Chairman of B. L. Hua Drug | 


Managing Director 


aging Director of the Panapun Co., | 


Ltd 

Legislation Committee Director Chief 
of Alien Properties Bureau. Prof. 
at the U. M. P.8 


Assistant 
Director. 


Managing 





1 | H. E. Phya Dhonavanik Montri 


2 | H. E. Phra Sarasas Bholakandh, 
Ph. D, 
3 | H. R. H. Prince Prem-Buracha- 


tra, M. A. (Oxen). 


4 Maj General Prakit-Kittas- 
angha. 
Maj. General Saguuan-Rojana- 


wongse 
6 | Luang Vudhisakdi Nethinart 


PAST- 
1982 : 

Veteran Organization. 
1952: 


Value of contract Tes. 800,000. 


BOARD OF ADVISERS, 1953-1954 


MAJOR BUSINESS OF 


Member of Budget Committee ___- 


| Chairman of the Government Savings 


Bank. 
Chairman of the Metropolitan Bank. 
Rice Quality Control Commissioner. 
Bangkok Harbour Control Commis- 
sioner. 
Former Minister of Economic Affairs. 
Former Chairman of the G. P. B. 
Former Adviser to the ECAFE, 


Cousin to H. M. the King--- 
Prof. at the Chulalongkorn Univer- 
sity. 

Owner of the “‘Standard Weekly.” 
Brother of H. E. Marshal Pibul 
Songram, Prime Minister of Siam. 
Director Chief of the Military Hos- 

pital 
Judge at the Appeal Court 


THE COMPANY 


Adviser in Finance. 


Adviser in Economic, 
| & Representative 
with full powers for 
U. 8. A. & Europe. 
Adviser. 


Adviser. 
Adviser. 


Law Adviser. 


Have signed contract to supply a complete jute mill factory to the War 
Value of contract: £315, 000 CIF. 
Have supplied caterpillars treads to the Tanks Division, Thai Army. 
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1952: Have supplied Khaki Drill to the Police Department. Value of con- 
tract: Tes. 1,000,000. 
1951-52: Have supplied Rice— 
4,000 tons to the Philippines Government. 
6,500 tons to the Indonesia Government. 
10, 000 tons to the Indian Government. 
1953: Have signed contract to supply a complete Plywood factory to the For- 
estry Department, of the Ministry of Agriculture. Value of contract: £500,000. 
1953: Have obtained a special concession for cracking and producing oil shale 
from the Thai Government and the concession for searching for oil wells. 


U-—TONG THAI CO., LTD. 


Associate Companies: 
Rambhai Pana Co., Ltd 
Capital Tes. 5,000,000 
Panapun Co., Ltd. 
Capital Tes. 1,000,000 

Sister Companies: 

Siam Agent Co., Ltd. 
Nou-Panich Co., Ltd. 
Siam Pharmacy Co., Ltd. 





GENERAL SERVICES ADMINISTRATION, 
FEDERAL SUPPLY SERVICE, 
250 Hudson Street, New York 13, N. Y., September 3, 1953. 
In Reply Refer To: 2FI-426 
Subject: Tungsten Concentrates, Contract No. GS-OOP (D) 12252, Lot Nos. 9 
and 10 
U-Tone Tuat Co., Ltp., 
539 Luong Road, Bangkok, Thailand. 

GENTLEMEN : Reference is made to our letters of July 23, and August 4, 1953, 
which found the subject lots acceptable subject to a deduction for the contained 
scheelite. 

Upon further consideration it has been decided that no deduction shall be 
made for the contained scheelite; therefore, please disregard our reference to 
such deduction. 

Very truly yours, 


S. C. Morgan, 
Chief, Inspection Division. 


U-Tone TuHar Co., Lip. 
Head Office And Warehouse 


“U-Tong” Building, 539 Luang Road, Bangkok 
Confidential. 
BANGKOK, September 24, 1958. 
Re Offer on Tantalum and Columbite Ores. 
GSA 
Tokyo Office 
Tokyo. 
(Attention: Mr. Hamilton Morton.) 
Dear Sik: We like to inform you that starting from February next year 1954, 
we can deliver to you a kind of ores consisting of :— 


Percent 

Tea Aa a a ae oe Sn estas te ee sob ahaieiapstcenencanciaess meio ae 40 
Ratio of Columbiate to Tantalum about 3 1/2-1. 

TGs maxinGM........5...... etindldiictccee ie eataniiliansatate. ts ncdiebeabaeasanbaeaaren tine taaliaketiies ~ 

FeO maximum-__-_-- eek eee dae = beaten " miiilienmetarentes ii 7 

MnO maximum-_-_--_-_-~- iealibens in . : “ snesniecullagaaaiiant 11 


SnO, maximum ee sriipahanighbtii tie ait oruitipalsabhaiiei delineates 


Origin: Thailand. 
Samples will be sent to you for final analysis prior to our firm offer at that 
period. 
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We would be in the position to supply from February onward around 2 long 


tons of the above ore per month. The price we have in mind to ask you is about 





U. S. $7 per kilogra1 izkok Please indicate us your buying price if our 
offer is not within the limit of your purchase rate. 


Y irs faithfully, 
For U-Tone THar Co., Lrp 
s/ (Capt. SOMVANG SARASAS), 
Vanaging Director 


DEFENSE MATERIALS PROCUREMENT AGENCY, 
Reacion 4, c/o American Consulate General, 
Singapore, British Malaya, February 18, 1953 


DEAR CaPra SARABA The Beryllium Project Code: SG—54 presented at 
Bangkok has been carefully reviewed and the following comments are offered 
regarding development 

her s a demand for Beryllium concentrates in the United States, and it is 
be ved that our Emergency Procurement Service represented by Mr. Snell at 
Ba kok would be interested in any offer ng of concentrates you care to make 


provided such material has the required minimum chemical content of BeO. A 
purchase price for the concentrates can be determined quite readily on a short 


sis, once the analysis is know! 


grested that consideration be riven first to the exploration of the 





deposit, if i have not already done so, to determine the feasibility of produ 

il oncentrates in exportable quantities which would no doubt provide 
e working capital for the successful prosecution of your project 

Crushing, sorting, and hand-cobbing of the larger beryl crystals at the mine is 

the means by which recovery has been effected in most of the producing areas 

Mechanical concentration may be a future possibility which could be considered 


i irranted by sufficient ore reserves, power, availability ete. 

Your proposed treatment of the concentrates is interesting, and may achieve 
the desired result In reviewing the methods of treatment in the United States 
it noted that successful results have been achieved by reaction with acid to 
form a water-so-luable salt, « , Be SO4 or Na» Be F 4; concentration of this salt 

by fractional crystallization or preferential precipitation ; reduction from salt 

to metal by carbon or by electrolysis. 
We would especially desire your reaction to offering handcobbed concentrates 
at this time, and as previously stated Mr. Snell could discuss this matter with 
you. We would also appreciate the opportunity of examining a sample (on¢ 
tobacco tin) of the material you propose to offer if it is available. 

We will also be terested in the results of your investigations of the other four 





tems listed as y r second project: samples of these minerals would also be 
elpful at such time as the kne n reserves are determined 
ery sincerely yours 


PAUL L. MATHER, 
Regional Director 
ExutipBir 19D 
OCTOBER 28, 195: 


Commiss er, Emergency Procurement Service 
E. W. Horrnat 
{ mnt Manaae or Far Fast 
As a result of my investigation during the period September 5 to 26, 1953, ir 
Bang} f alleged viol l f GSA contracts by the re spec tive contractors, I 


A 
» ° 


present the follo ng conclusions: 
i ae Lama Contract GS-OOP. 474 (NE WV) 


I found no conclusive proof of violations under this contract. A point for 
gal opinion is the number of mines involved in production under this contract 
Officials of the American Embassy, Bangkok, contend that production should 

me from only 5 mines, whereas the contractor contends production of 11 mines 
should be included for deliveries under contract 
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U-Tong Thai contract GS-OOP-(D)-12252 


I found no conclusive proof of violations under this contract. Points for legal 
pinion are: 


(a) Contract designates as mines involved those in Ranong and Songkhla 
districts and the Muang Nam Yen Mine. The contract also stipulates 
material must be of Thailand origin. 

(1) Officals of the American Embassy, Bangkok, have referred 

in communications to mines in Ranong and Songhla provinces. 
Contractor contends the term “districts” includes larger areas 
than provinces; that the term “districts” includes, as well as 
Ranong and Songkla provinces, other provinces adjoining 
two provinces. 
Officials of the American Embassy, Bangkok, contend that 
this contract was conceived in fraud because Muang Nam Yen 
Mine is located in Burma, and the contract stipulates pro- 
duction should be of Thailand origin. Contractor states no 
Burmese ore was delivered under the contract. The con- 
tract was signed by the contractor and by a contracting offi- 
cer of the United States Government. Consideration should 
be given to the extent the United States Government is in- 
volved as a contracting party to an apparent discrepancy ex- 
isting in the contract. The contract, I believe, was type- 
written by a United States Government employee. 

Yip In Tsei Contract GS-OOP-(D)-—11222 

According to communication from the American Embassy, Bangkok, the con- 

ctor admitted delivering material under the contract from sources other than 
the mines designated in the contract and stated that this practice was discon- 
tinued about January 1953, when he learned of a requirement for certificates of 
rigin designating source mines. The contractor stated to me that he did not 
ealize the importance of delivering material from only specified mines ; that dur- 
ng contract negotiations he was asked for the names of producing mines which he 
named from memory; that he even excluded several mines he was operating at 
the time. 

The contract specifies delivery of 320 tons of material the first year of the 
ontract. Deliveries were approximately 270 tons during this period. When I 
juestioned the contractor as to the reason for short deliveries, he replied that the 
short deliveries were due to his discontinuance of purchasing material from other 
sources. The contractor apparently proceeded with contract performance in 
good faith to the extent of his understanding of contract terms and conditions. 


Mr. Brownson. Now, did you go to the Department of Mines 
yourself ¢ 
Mr. Horrnaver. No, sir. Mr. Ugardi, of the Embassy, went with 


Mr. Brownson. The two of you went over there? 

Mr. Horrnaver. Yes, sir; he went with me. 

Mr. Brownson. Did you ever go over there and personally ask to 
examine the records which would reflect sources of ore shipped to 
the E PS? 

Mr. Horrnaver. I asked for this one document so that I could deter- 
mine what information would be available in the Department of 
Mines for use in the letter I was to write to them to get official 
information. However, I believe the information you are seeking 
now is a request made by Embassy officials about 2 or 3 days before 
[ left Bangkok in which certain detailed information was designated 
in somewhat memo form. 
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Mr. Brownson. Even though you went over to the Bureau of Mines, 
then you came back home and wrote them a letter? You did not 
pe ae inspect these records ? 

Mr. Horrnaver. No, sir; they were written in Siamese, so far as 
I understand. 

Mr. Brownson. Did the Embassy have a translater that they could 
supply for you—an interpreter ¢ 

Mr. Horrnaver. I spoke about an interpreter at one time, but Mr. 
Ugardi stated he was not using an interpreter on this case. 

Mr. Brownson. Who is Mr. Ugardi? 

Mr. Horrnaver. Mr. Ugardi works in the Economic Counselor’s 
Office. 

Mr. Brownson. After the letter that you had from Washington 
through EPS channels, how did the State Department man have a 
right to tell you whether or not to use an interpreter on this case? 

Mr. Horrnaver. I was working with the Embassy and I asked ques- 
tions of Embassy officials. 

Mr. Brownson. Did you talk to the individual contractors ? 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. Did you have any kind of official conversation 
record that you could use to check back and evaluate the testimony 
given to you by the individual contractors to find out whether it 
was right or not? 

Mr. Horrnaver. Is it contracts that you mean, sir? I had copies 
of the contracts and folders. 

Mr. Brownson. When you talked with them about whether or not 
they were buying from mines other than those designated in the con- 
tracts, did you have any figures that you had gotten from the Bureau 
of Mines so that you could show them that their figures indicated that 
they must be buying from other contractors? 

Mr. Horrnaver. On the Mae Lama mines contract, Mr. Snell had 
requested production information on 11 mines, I believe, and that 
information was in the files of the Embassy. Those are files that 
were turned over by Mr. Snell. I talked with the contractor and 
had that information available. I believe, also, there was some 
pencil information—pencil and pen information—available on a 
rough sheet, rough figures without any name, and it was difficult 
to decipher just what it was. I believe it was production for a 
certain period of time of the Mae Lama contract. 

Mr. Brownson. Did Yip In Tsoi admit to you at any time open- 
market purchases of ore shipped to the EPS under his contract? 

Mr. Horrnaver. Yes, sir, he said he had shipped open-market ore 
up to, I believe, December, and when he had learned of our require- 
ment for certificates of origin, he discontinued that practice. 

Mr. Brownson. Did Mr. Yip In Tsoi ever mention whether or not 
Mr. Snell had discussed with him allegations in the anonymous cable 
as to open-market purchases by his company ‘ 

Mr. Horrnaver. I asked him that question directly and he said 
no, Mr. Snell had not talked with him. This is as I remember it: 
“Mr. Snell did speak with other merchants about anything that I 
did.” 

Mr. Brownson. Did you hear Mr. Snell testify this afternoon o1 
hear his testimony this afternoon which, I think, indicated that he 
had talked with Yip In Tsoi. 
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Mr. Horrnaver. Yes, sir, I did. 

Mr. Brownson. Can you state why a Prince Rajani who was Mae 
Lama’s representative, who admitted open-market purchases to the 
Embassy officials was never interviewed ¢ 

Mr. Horrnaver. When I first went to the Embassy and had the 
names of individuals I wanted to interview, Prince Rajani’s name was 
on there. It seemed that Mr. Ugardi knew where most of the people 
were. Mr. Ugardi said that Prince Rajani—he knew him very well 
personally and socially—but that Prince Rajani was a very busy 
man, but he would try to make an appointment with him so that T could 
see him. I believe about 4 or 5 days later he stated that Prince 
Rajani would see me. By that time I had my appointments ar- 
ranged and I did not get around to see Prince Rajani. 

Mr. Brownson. But, he did arrange an appointment for you? 

Mr. Horrnaver. He s aid, “Any time.” ‘There was no specific ap- 
pointment set—just any time to telephone and he would make the ar- 
rangements for me. 

Mr. Brownson. But you had so many other appointments by that 
time that you just did not get a chance to see the prince 4 

Mr. Horrnaver. Yes, sir; and I was not very well later on. 

Mr. Brownson. It looks like it became a case of the prince and I 
instead of the King and I. 

Did you talk very much to Mr. Parsons at the Embassy ? 

Mr. Horrnaver. Yes, sir, I talked with him most—I discussed gen- 
erally with him most every day and that I would come into the office 
and I would talk with him. 

Mr. Brownson. Did you ever tell him the details of your findings 
and conclusions ¢ 

Mr. Horrnaver. No, sir; I did not. 

Mr. Brownson. Did he ever ask you for them ? 

Mr. Horrnaver. He asked that I make the details known to the 
Ambassador. 

Mr. Brownson. What was your reply to that request ? 

Mr. Horrnaver. I stated that the instructions given me were by my 
office in Washington and that I should make the investigation, take 
my investigation report back to Tokyo and then the recommendation 
would be from Tokyo. 

Mr. Brownson. But your instructions did not forbid you giving 
Mr. Parsons any information, did they ? 

Mr. Horrnaver. No, sir; they did not provide that I should, either. 

Mr. Brownson. Did you visit the customs department there in 
Bangkok ? 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. Who took you down there? 

Mr. Horrnaver. I asked for a letter of introduction for the cus- 
toms department. I asked Mr. Parsons. I wanted something offi- 
cial from the Embassy. Mr. Parsons stated he knew no one there 
now; that he knew the director general of the customs ver y well, but 
that he was in the United States, I believe, and he was traveling and 
was out of the country. About one-half hour after I had requested 
that letter, Mr. Ugardi, of whom I have spoken before, said he was 
going over to the customs de partment and asked would I care to go 
along. I said, “Yes, I would.” 
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Mr. Brownson. Who did you see down there at customs when you 
went with Mr. Ueardi? 

Mr. Horrnaver. Well, Mr. Ugardi—he drove over in an Embassy 
sedan and | went with him. ‘There was a large room where there 
were many clerks and | Saw a small oflice in the rear. Mr. Ugardi 
had a Siamese interpreter, I believe, with him at the time who had 
made an appointment with the assistant director general. So, Mr. 
Ugardi and the interpreter left me at the door of the large room. I 
walked ahead mvself through the large room and I Sat down and 
waited for the assistant director general. I should not say he left 
me at the door of the large room—lI am not positive—but I think he 
did, and I waited myself for a chance to talk with the assistant direc- 
tor general. 

Mr. Brownson. When you talked to him, what action did he take? 

Mr. Horrnaver. I told him the purpose of my visit and he made 
some statement that I should have a letter from the Embassy. I 
said I realized that I should have. He said that he would call his 
statistician in to get me the information I wanted. 

Mr. Brownson. What did the statistician tell you? 

Mr. Horrnaver. I had three sheets of paper with me that outlined 
the deliveries by contractors over a certain period of time, and I had 
asked if I could see the documentation on each of these deliveries 
according to shipment—these sheets were according to shipment, 
date, and steamship, I believe; I am not quite sure. 

He said they did not have that information by individual ships, 
they o1 ly Fe pta monthly tonnage record. 

Then I asked him, “Can I get the information about the tonnages 
shipped by each individual contractor?” and I named the individual 
contractors. 

He said, “That is confidential. You will have to vet a letter from 
the Foreign Trade Commission or Economic Ministry.” I have for- 
gotten which. 

Mr. Brownson. Did he say the information would be available 
if you got the letter? 

Mr. Horrnaver. He did not say that, no, sir. He said I would have 
to get a letter because the information was confidential. 

Mr. Brownson. He certainly implied if you got the letter the in- 
formation would be forthcoming, otherwise there would be no point 
in getting the letter. Did you request the Embassy to write a letter 
to the Ministry of Economics? 

Mr. Horrnaver. I requested a letter to the director general of cus- 
toms, to the customs office. 

Mr. Brownson. Was the letter written ? 

Mr. Horrnaver. No, sir. 

Mr. Brownson. Of whom did you make the request ? 

Mr. Horrnaver. Mr. Parsons. 

Mr. Brownson. Did Mr. Parsons agree to write the letter ? 

Mr. Horrnaver. No, sir. He said he did not know anyone at the 
‘ustoms office. 

Mr. Brownson. He seemed to be very worried about writing letters 
to someone he did not know. 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. I have never been in Bangkok. Things must be 
terribly formal] there. 
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Mr. Horrnaver. I think when a person from another United States 
Gove ‘rmment office goes to a foreign place, it is best to have a letter 
of introduction from the American E mbassy. 

Mr. Brownson. I agree with you absolutely. But what surprises 
me is the fact Mr. Parsons would not write a letter to anyone 
he did not know. 

Mr. Horrnaver. It surprised me too, sir. 

Mr. Brownson. How did you make that request of Mr. Parsons? 
In a conversation ? 

Mr. Horrnaver. Verbally. 

Mr. Browson. Did you request that he write to the customs depart- 
ment ? 

Mr. Horrnavrr. To the customs office. I believe that is the word 
I used. 

Mr. Brownson. What did you request that he write to the Minister 
of Economics¢ You mentioned a while ago that you were referred by 
the statistician to the Minister of Economics. 

Mr. Horrnaver. No, sir; to the customs house. 

Mr. Brownson. You requested Mr. Parsons to write a letter to the 
customs house ? 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. Did he flatly say he would not because he did not 
know anyone over there / 

Mr. Horrnaver. I do not think he said no, but he said he did not 
know anyone over there. I said it was very important that I have a 
letter. 

Mr. Brownson. Was that before or after you went to Customs / 

Mr. Horrnaver. Before. 

Mr. Brownson. Before you went to customs ¢ 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. You talked to the assistant director general and 
then to his chief statistician ¢ 

Mr. Horrnavrr. Yes, sir. 

Mr. Brownson. I understood you to say the statistician told you 
the information you desired was c ‘onfidential 4 

Mr. Horrnaver. The information about individual shipments by 
contractors ; yes, sir. 

Mr. Brownson. But that this information could be obtained if you 
got a letter ? 

Mr. Horrnaver. He did not say that. I asked if [I could get the in- 
formation by individual contractors, and he said I would have to get a 
letter from the foreign trade branch or the Minister of Economics. 

Mr. Brownson. What steps did you take to get that letter / 

Mr. Horrnaver. I thought there would be too much redtape and 
too many details to get that letter, and I did not know if I would get 
the information I wanted anyhow. 

Mr. Brownson. This was the letter you were discussing in your 
report ¢ 

Mr. Horrnaver. Which letter, sir? 

Mr. Brownson. The last letter when you said, “I asked if I could ob- 
tain information on the basis of names of exporters. He stated that 
such information was confidential and I would have to obtain a letter 
from the Foreign Trade Branch” and so forth. 

Mr. Horrnaver. Yes, sir. 

45487—54——11 
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Mr. Brownson. Then you went on to say you left without obtain- 
ing any information, and from the attitude of the chief statistician you 
believed the red tape would involve too much time to get the informa- 
tion in the short period of time you had expected to be in Bangkok. 

How long had you expected to be in Bangkok ? 

Mr. Horrnaver. Two weeks. 

Mr. Brownson. Was that your idea or the idea of your chief? 

Mr. Horrnaver. My idea 

Mr. Brownson. That was your idea ? 

Mr. Horrnavuer. Yes, sir. 

Mr. Brownson. There was nothing in the instructions out of Wash- 
ington that put any time limit on you at all; they just said to dig into 
it ¢ 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. In other words, this 2 weeks was a goal you had 
set ¢ 

Mr. Horrnaver. Yes, sit 

Mr. Brownson. And you felt you could not get it within that 2 
weeks’ time limit, so you did not go ahead with it ¢ 

Mr. Horrnaver. That is right, sir. 

Mr. Brownson. You never did request the Embassy to write a letter 
to the Minister of Economics requesting that information ? 

Mr. Horrnaver. Not to the Minister of Economics; no, sir. 

Mr. Brownson. Even after the chief statistician told you you could 
get the information that way ? 

Mr. Horrnaver. No, sir. 

Mr. Brownson. Did you check with the Director General of Mines 
in order to obtain documentary proof of violations ? 

Mr. Horrnaver. No, sir. I wrote a letter to the Director General 
of Mines outlining the information I needed. 

Mr. Brownson. We are writing an awful lot of letters. It seems 
to me, if I remember the gist of the remarks of your headquarters in 
Washington, they told you to go over there and do everything you 
could, even if it meant going to the mines themselves. 

Mr. Horrnaver. If it was practicable. The letter states “if prac- 
ticable” I should go tothe mines. To goto the Mae Lama mines takes 
10 days. You go by plane, by elephant, and by walking. 

I want to say I went to Bangkok and I am a contracting officer. 
I looked at the information that I had on the basis of a contracting 
officer to determine how the violations would affect the contract terms 
and conditions. 

Mr. Brownson. The fact that your agency in Washington urged 
that if practicable you should go to the mines indicated “when they 
sent you over there they were anxious to have you make a personal 
investigation, and not sit down and write all these letters. 

Mr. Horrnaver. I believe I wrote only 1 or 2 letters. 

Mr. Brownson. Did you get any answers to the letters you wrote? 

Mr. Horrnaver. Not to the letter I wrote to the Director General 
of Mines; no, sir. I had the office write a followup when I got to 
Tokyo. There must be something wrong that the Mines Department 
cannot give me the figures I requested. I think it is important that 
we check into that phase of the situation. It was requested by me as 
an official United States representative. 
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Mr. Brownson. When you talked to the Director General of Mines, 
did he not offer to let you see the records of his office / 

Mr. Horrnaver. He brought one folder out. 

Mr. Brownson. What did you do with those records ? 

Mr. Horrnaver. I looked at them, but those records are all in 
Siamese. They have figures in them. It is difficult to decipher all 
this information. 

Mr. Brownson. Did you not have resources for any kind of trans- 
lator at all? 

Mr. Horrnaver. If you have a translator you do not know if you 
are getting proper information. I do not feel that I, coming into a 
country just new, should be getting detailed information when I do 
not. know the people, I do not know the language, when the Embassy 
has been working on this particular problem for 3 or 4 months and 
they have 3 or +t people—— 

Mr. Brownson. But you were sent over there to investigate an 
allegation of improper conduct by the Embassy, and it was supposed 
to be an independent investigation. 

Mr. Hor rNaver. Yes, sir; and I made my report. 

Mr. Brownson. Did you think the whole thing would be com- 
promised if you went so far as to borrow a translator or interpreter 
from the Embassy ¢ 

Mr. Horrnaver. No, sit 

Mr. Brownson. Did you have any way of being reimbursed if you 
got an interpreter / 

Mr. Horrnaver. Not that I know of. I requested the information 
in writing. I think it is important that the information be in writing 
signed by a Government official. 

Mr. Brownson. Would that not have been in Thai too? 

Mr. Horrnaver. No, sir. Most Government officials speak English. 

Mr. Brownson. Do you think that part of your difficulty comes 
from a certain reluctance of the officials to put this matter in writing 
over their signatures ? 

Mr. Horrnaver. It may be. I do not know. I think it would 
be well to investigate that situation. 

Mr. Brownson. The Embassy did offer to send Mr. Ugardi with 
you to the Mines Department to assist, you in translating! 

Mr. Horrnaver. Mr. Ugardi went with me the first time. The last 
few days the Embassy stated Mr. Spengler would go with me. 

Mr. Brownson. Can Mr. Spengler read Thai? 

Mr. Horrnaver. I do not know. 

Mr. Brownson. Did Mr. Spengler go with you? 

Mr. Horrnaver. I did not go, sir. 

Mr. Brownson. You did not go? 

Mr. Horrnaver. No, sir. I became ill and I said I was going back 
to Tokyo. 

Mr. Brownson. What was this ailment, for the record ? 

Mr. Horrnaver. I had a stomach ailment. I saw a doctor in 
Washington and he diagnosed it as a recurrence of ulcers. 

Mr. Brownson. Were you ever advised, while you were over there, 
by the Director General of Mines, that available export permits would 
show the destination and origin of ores shipped by contractors? 

Mr. Horrnaver. I do not remember that. 
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Mr. Brownson. When you were talking to the Director General did 
he tell vou they had this information available ? 

Mr. Horrnaver. I listed the information in letter form and asked 
him for it. I think there were 6 items I asked for: Lease number; 
location of mine; number of persons employed; production of mine; 
and 1 other item. And I asked beginning eo 1951 for every 
month up to the current month. 

Mr. Brownson. What was the date of your written request for this 
information ? 

Mr. Horrnaver. My report will show it, sir, but I think it was 
around the Thursday and Friday when I was there, probably Septem- 
ber 10 or 11, I believe. 

Mr. Brownson. You said you wrote a followup letter ? 

Mr. Horrnavurr. Yes, sir: when I got back to Tokyo. 

Mr. Brownson. About when was that written ? 

Mr. Horr. ,uER. About September 30 or October 1, I believe. 

Mr. Brownson. Why did you not procure your documentary proof 
from the Mines De ‘partment as revealed by the export records? 

Mr. Horrnaver. I did not know how to get that information ex- 
cept the Embassy told me it was there. That would require so much 
detailed work, and I had requested the information in writing from 
the Director of Mines. I did not get the information and I did not 
fell well enough. 

Mr. Brownson. They sent you there to make an intensive investi- 
gation, did they not ? 

Mr. Horrnaver. Yes. sir, but I determined what the word “inten- 
sive” was. Iam contracting officer and I tried to get the information 
to determine how it would affect the contract terms and conditions. 

Mr. Brownson. Do you honestly thing you got any information? 

Mr. Horrnavrr. That, I believe, sir, is up to my superiors. 

Mr. Brownson. In evaluating what you were : able to get in spite of 
the frustrations and difficulties you had, did you feel when you got 
back to Tokyo you had accomplished your mission under the letter 
of instructions from Washington ? 

Mr. Horrnaver. I believe so, sir. The most important thing is the 
letter I sent to the Department of Mines. We must get that informa- 
tion. If there is reason to question the accuracy of the figures, at least 
we have a basis to work on. 

Mr. Brownson. Of course that letter could have been sent from 
Washington. 

Mr. Horrnaver. Yes, sir. If I had known the situation I could 
have sent it from Tokyo, sir. 

Mr. Brownson. And you testified the Embassy did provide you 
with an export permit and forms? 

Mr. Horrnavuer. Yes, sir. 

Mr. Brownson. Why did you not use these forms to take off the 
figures? I understand the Siamese use the same Arabic numerals we 
do. 

Mr. Horrnaver. There were many people in that office working on 
the project 3 or 4 months. I was a newcomer to th city. It took me 
a week, almost, to get acclimated, and why I should be delegated to 
¢o sit down and take those figures off the Siamese records, I could not 
understand. 
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Mr. Brownson. You were sent down there to make an independent 
investigation. It seems if all they wanted was a letter written, they 
would have written it from Tokyo i in the first place. 

Mr. Horrnaver. We did not know what the situation was in Tokyo. 

Mr. Brownson. How long do you think it would have taken you to 
sit down with the English translation of the form and the Thai form 
before you and copy that information down ¢ 

Mr. Horrnaver. I do not know how much information it involved. 
I was talking with Mr. Putnam of the RFC and he said a detailed 
investigation of these contracts would require at least 6 months’ time 
and that a mining engineer should assist in obtaining the informa 
tion, especially if they went to the mines. 

Mr. Brownson. Well, we have been informed that when the Em- 
bassy went down to get the information it took them 2 days. 

Mr. Horrnauer. Yes, sir. They went to the customs oflice. I 
was told to go to the department of mines. 

Mr. Brownson. You went to the customs office too, did you not ¢ 

Mr. Horrnavrr. Yes; but I could not get satisfaction; I could not 
get cooperation there. 

Mr. Brownson. They got the information in 2 days. 

Mr. Horrnaver. Yes, sir. I do not know why they did not give me 
that information. I was there at the time. It would have been of 
great help to me. 

Mr. Brownson. When you left Bangkok, were you requested by the 
Ambassador to remain longer ? 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. What did he say ? 

Mr. Horrnaver. He said to remain until I completed the investi- 
gation. 

Mr. Brownson. What did you say ? 

Mr. Horrnaver. That I was ill. 

Mr. Brownson. You did not allege the investigation was complete / 

Mr. Horrnaver. As far as I was concerned, yes. 

Mr. Brownson. Did you tell him that? 

Mr Horrnaver. Yes, sir. 

Mr. SROWNSON. Did he promise further cooperation of the 
Embassy ¢ 

Mr. Horrnauer. He said I could go to the department of mines un- 
der the supervision of Mr. Spengler and do the job outlined, 

Mr. Brownson. Did he give you any idea how long it would take 
you! 

Mr. Horrnaver. I believe he said about a week. 

Mr. Brownson. Were you under medical treatment while you were 

Bangkok ? 

Mr. Horrnaver. No, si 

Mr. Brownson. Can you give me the subject matter and some of 
the details of the briefing given to you by the Embassy which would 
reflect documentary evidence that the Emb: assy had of violations / 

Mr. Horrnaver. Will you repeat that question, please ¢ 

Mr. Brownson. The E mbassy briefed you, did the vy not! ¢ 

Mr. Horrnaver. They gave me information, yes, sir. 

Mr. Brownson. Can you tell us about the subject matter of some 
of these briefings and some of the documents they presented to you at 
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that time which indicated documentary evidence of violations? In 
other words, the detailed information that they gave you giving 
the name of the shipper, the number of the export permit, and the 
instructions on where you could find the information in the depart- 
ment of mines. 

I would like to have you identify this as a piece of information given 
to you by the Embassy in that connection. 

(A paper was shown to the witness.) 

Mr. Horrnaver. Yes, sir, this was given to me, I believe, on Friday 
morning, the day before T left. 

Mr. Brownson. Just before you left? 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. And they told you, did they not, that if you fol- 
lowed this plan you would come up with the information in about a 
week ? 

Mr. Horrnaver. They told me that, yes, sir, to the best of my 
recollection. 

Mr. Brownson. Did you make up your mind not to pursue the inves- 
tigation further before or after you received this material? 

Mr. Horrnaver. When I first went down there I thought the investi- 
gation would take 2 weeks. I stayed there longer than 2 weeks, then 
I became ill and wanted to return to Tokyo. 

Mr. Brownson. When you say “became ill,” were you bedfast ? 

Mr. Horrnaver. No. My stomach hurt me very badly. 

Mr. Brownson. But you did not get medical treatment or take 
drugs to relieve you ? 

Mr. Horrnaver. No, sir. I did not know a doctor in Bangkok. I 
was anxious to get back to Tokyo. I believed, sir, I had gone as far as 
I could on the investigation. 

Mr. Brownson. In other words, this form that was given to you was 
enclosure 3 and was followed by the Embassy in several different 
instances. To go down through the line, we have them marked as 
exhibits, and exhibits 32A and 32B right on the face of it gives just 
the information that you were going after. It shows that the real 
owner and exporter was the mines department and Mae Lama was 
the shipping agent. 

Mr. Horrnaver. The mines department is the owner of all these 
mines, I believe. 

Mr. Brownson. They are the owner of all of them? 

Mr. Horrnaver. I believe so, at least of the Thai Government. 
They lease them out to individuals. 

Mr. Brownson. That gives the location of the ore before shipment 
and other detailed information. That is just one of the sheets. 

Mr. Horrnaver. Sir, why was I not shown that information when J 
was down there? 

Mr. Brownson. This was shipped October 31, 1952. I do not think 
this information was in the State Department’s hands at the time you 
came down there; _ it? 

Mr. Horrnaver. I do not know, sir. 

Mr. Brownson. I think when you pulled out of there what they 
did was go down and do what they told you you could do to get the 
information. 

Mr. Horrnaver. Why could not they have done it? I was there 
3 weeks. They were familiar with it. 
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Mr. Brownson. I suppose they felt they had sent the cable and 
you were the one sent to make an independent investigation. You 
Were representing another Government agency, sent down there to 
make the investigation, and they possibly thought it would be irregu- 
lar for them to make the allegation and then investigate it. 

Mr. Horrnaver. I do not think that would be irregular. If a per- 
son makes an allegation I think he should have documentary proof 
of it. 

Mr. Brownson. But you say you felt it was impracticable to inspect 
any of these mines # 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. How close was the closest mine to Bangkok ? 

Mr. Horrnaver. I do not know the distance. I know about the 
Mae Lama mines, how far they are, but Mr. Putnam told me the 
time and work and effort involved, that a mining engineer should ac- 
company aman making any inspection of that sort. 

Mr. Brownson. Did you request a mining engineer from Tokyo? 

Mr. Horrnaver. No, sir. I did not think I should spend 6 months 
there making such a detailed investigation. 

Mr. Brownson. How long did you say you thought it would take 
you to get back to one of these mines? 

Mr. Horrnaver. | heard Mr. Snell say this afternoon about 10 or 
12 days one way; 24 days for a round trip. And then if I got there, 
sir, I would not know exactly if there was tungsten in the mine. I 
am not a mining engineer. 

Mr. Brownson. The committee has no mining engineers on it and 
yet we inspected the Sang Dong tungsten mine in Korea. We were 
able to get a rather good idea of their methods of production and the 
fact they were turning out some material. Not that we could write a 
definitive treatise on the operation of the mine, but it was still possible 
for us to analyze the processes. 

Mr. Horrnaver. I do not think that I could determine the actual 
production of a mine. 

Mr. Brownson. There would also be people at the mine who would 
have official figures. That would have been another source of official 
figures. 

Mr. Horrnaver. I understand that the official figures did not mean 
much at the mine. Anyone could give me figures. 

Mr. Brownson. Is it not the EPS policy to inspect mines as often 
as possible ¢ 

Mr. Horrnaver. No, sir. We have no mining inspectors. 

Mr. Brownson. You have no mining inspectors ? 

Mr. Horrnaver. No, sir. 

Mr. Brownson. It was testified earlier in the day that the reason the 
production of one of these mines suddenly shot up 500 percent was 
because they thought the new equipment was installed. At least you 
would have been able to discover whether the new equipment was in 
place at the mine or not. 

Mr. Horrnaver. I would not know whether it was new and what 
kind of equipment it was 

Mr. Brownson. I would not know a mine from anything else, yet 
when I stand there and see four new locomotives just taken out of 
crates shipped on the aid program it does not take much imagination 
to realize new equipment is going in. 
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Mr. Horrnaver. I understand new equipment was installed. The 
contractors said pumps, pipes, and so on. I do not know how long 
that had been installed there. 

Mr. Brownson. Well, pipes and pumps have a way of showing their 
age. You can determine whether it is new material in there or old 
very quickly, from the standpoint of substantiating that kind of a 
claim, without any great deal of technical knowledge. 

Did you ever admit to the Ambassador and other officials you were 
not qualified to conduct a thorough investigation into tungsten con- 
tracts since you were an administrative officer and not an investigator ¢ 

Mr. Horrnaver. Yes. Did I say “capable”? 

What was the word that I used # 

Mr. Brownson. “Qualified.” 

Mr. Horrnaver. Qualified to make the investigation under the 
terms outlined. 

Mr. Brownson. You did tell them that? 

Mr. Horrnaver. Yes. 

Mr. Brownson. Whom did you tell that to? 

Mr. Horrnaver. I believe it was the Ambassador and Mr. Parsons, 
the Ambassador’s aide, Mr. Stengler. 

Mr. Brownson. Who was the ambassador when you were there? 

Mr. Brownson. Ambassador Donovan. 

Mr. Brownson. “Wild Bill” Donovan ? 

Mr. Horrnaver. Yes. 

Mr. Brownson. What were your relationships with the Am- 
bassador ¢ 

Mr. Horrnaver. Well, very cordial at first when I went in to ex- 
plain my mission. 

Mr. Brownson. Was he Ambassador at the time the cable making 
the allegations was dispatched ? 

Mr. Horrnaver. I do not know. I believe he arrived shortly before 
I arrived at Bangkok. 

Mr. Brownson. I believe actually he was not the Ambassador then 
at the time the original cable was dispatched alleging irregulatrities. 

Did you in a memo to Mr. Walsh, dated October 27, 1953, give as 
your reason for refusal to complete the investigation, even though pro- 
vided information and guidance at the Embassy, the fact that the 
Embassy should have obtained proof of the violations previously as 
sup oe documentation for their allegations in Embassy dispatch 
No. S77? 

Mr. a wavER. Yes, I said that. 

Mr. Brownson. I think, if Iam correctly informed, that you added, 
inasmuch as the Embassy had not obtained this proof i in the following 
4 months, you did not feel the same proof could be obtained in just a 
few days. 

Mr. Horrnaver. I believe that is right; yes. 

Mr. Brownson. I would like to ask unanimous consent that exhibit 
20, which contains that memorandum to Mr. Walsh, dated October 
27, 1953, be included at this point in the record. Without objection, 
it is so ordered. 


* 
§ 
% 
& 
' 


CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND lol 


EXHIBIT 20 
OCTOBER 27, 1953. 
Mr. WALSH, 
Kk. W. Horrnavuer, Assistant Manager for Far East: 

American Embassy, Bangkok, despatch No. 292, dated October 8, 1953, recom- 
mends that GSA-EPS attempt to determine “The reason for Mr. Hoffnauer’s 
refusal to complete this investigation when provided with detailed information 
and guidance by the Embassy.” 

The detailed information and guidance to which reference is made is stated 
in despatch enclosure No. 3 which directed me to “examine the Mines Depart- 
ment copy of the export permit” and obtain certain information. The despatch 
also states “the Embassy’s Economic Counselor and the Reporting Officer advised 
Mr. Hoffnauer to proceed to the Mines Department * * * to obtain the proof of 
contract violations which GSA-EPS required.” 

At the time I was informed by the Ambassador that the Embassy was pre- 
pared to provide specific reference to documents available in Thai Government 
tiles, I told him that I felt the officers in the Embassy Economic Section were 
better qualified to gather this detailed information, but the Ambassador would 
give no consideration to my statement and insisted on my attempting to obtain 
the detail personally. I felt that the Embassy should have obtained this “proof 
of violations” previously as supporting documentation for allegations made in 
Embassy despatch No, 877, dated May 11, 1953. Inasmuch as the Embassy had 
not obtained this proof from the Mines Department prior to the issuance of 
despatch No. 877 nor the 4 months following, I did not feel that I, in several 
days time, could obtain such evidence 

The information obtained by the Embassy reporting officer from the Thai 
Customs as reported in Embassy despatch No. 292, and which was obtained on the 
request contained in the Ambassador's letter of September 22 to the Thai Minister 
of Finance, is generally the same as that which I was directed to obtain from the 
Mines Department. In his letter (enclosure No. 3 to despatch No. 202) the Am- 
. the Embassy is in need of information which is avail- 
able only at the Customs Department.” From this it appears that Embassy 
officials themselves did not go to the information source to which they directed 
me. 

It is significant to note that the Ambassador's letter to the Thai Minister of 
Finance was dated September 22 and according to the office memorandum 
written by the Economic Counselor to the Ambassador on September 24 (despatch 
enclosure No. 2) Mr. Spingler in a day and a half “tracked down 6 of the 7 
shipments” described in the Ambassador’s letter. Yet on the afternoon of 
September 24 and the morning of September 25 I was directed to go to the 
Mines Department. 

I was not told of the Ambassador's letter to the Minister of Finance nor of 
the information obtained by Mr. Spingler from the Customs Department, which 
is now incorporated in despatch No, 292. It is evident by this situation that the 
Embassy did not cooperate fully with me as claimed in the second paragraph 
of the first page of despatch No, 292. 

Mr. Brownson. Why did you in your memo to Mr. Walsh, dated 
October 23, 1953, report your conc lusions that the U Tong Thai con- 
tract had not been violated when information requested from the 
director general of the mines which would reflect the source, pro- 
auction, tonnage, and sales of ores by these contractors was not re- 
ceived as a basis for your decision ? 

Mr. Horrnaver. I believe my conclusion stated I found no viola- 
tions, no conclusive proof of violations. 

Mr. Brownson. They said you found none. 

Mr. Horrnaver. Yes. 

Mr. Brownson. But they did not furthermore say you found none 
because none of your correspondence was answered, 

Mr. Horrnaver. It isthe truth, 1 found none, except as stated in my 
conclusions. 


bassador states ‘* 
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Mr. Brownson. If you had stayed in Tokyo you would not have 
found any either. 

Mr. Horrnaver. Yes, but a man—excuse me—— 

Mr. Brownson. Go right ahead. 

Mr. Horrnaver. But, sir, if 1 found none I must say I found none. 
I cannot say that I found proof of violations. 

Mr. Brownson. Did you qualify your statement in that case? What 
you do, documentarily, you present a complete investigation and then 
you find no evidence of misconduct. 

Mr. Horrnaver. I do not believe I said that I conducted a complete 
investigation. 

Mr. Brownson. You told me a while ago you regarded this as a 
complete investigation. If you have completed your investigation 
and found in your report no instances of irregularity, that gives every- 
thing a clean bill of ve alth. 

Mr. Horrnaver. I do not think so. I made some statements in 
my conclusions that legal opinion was necessary. I believe that legal] 
opinion is necessary. 

Mr. Brownson. In each case you say— 

I found no conclusive proof of violations under this contract. A point for 
legal opinions is the number of mines involved in production under this contract, 

You use that clause in paragraph 1 in connection with the Mae 
Lama contract, and in paragraph 2 you indicate— 

I find no conclusive proof of violations under this contract. Points for legal 
opinion are * * * 

and again you come to the matter of designation of mines and the 
designation of districts and provinces. W hen you get to the Yip In 
Tsoi you state that according to communic ations from the American 
Embassy the contractor admitted delivering the material under con- 
tract from sources other than designated in the contract. You state 
that this practice was discontinued : and that was in Janu: ry 1953, when 
he learned of the requirement for certificate of origin designating 
source of mine. 

I am taking that from the memorandum from Mr. E. W. Hoffnauer 
to Mr. A. J. Walsh, dated October 23, 1953, which is inserted in the 
record as exhibit No. 19D. 

In other words, there really is not much you wrote in those conclu- 
sions that you could not have written right from Tokyo. 

Mr. Horrnaver. I would not have written it from Tokyo, sir, 
because I did not know the situation. I did not realize that the word- 
ing of the mine descriptions would play such an important part in 
this investigation. 

Mr. Brownson. You had seen all these contracts, had you not, 
before ? 

Mr. Horrnaver. Yes. 

Mr. Brownson. According to your job description, you passed on 
the contracts, did you not? 

Mr. Horrnaver. I do. 

Mr. Brownson. Why did you think that all that terminology was 
just inserted in the contract restricting this to certain mines? 

Mr. Horrnaver. When I got down to Bangkok and on down in the 
investigation, I realized how loosely the description of mines was. 
That was probably a very, very important factor in this case. 


ere > 
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Mr. Brownson. What was it that you saw in Bangkok that brought 
you to that realization ¢ 

Mr. Horrnavuer. Talking with the contractor, one of the contractors. 
He states there are 1i mines involved. Other reports say there are 
only five mines involved. I do not know. If the contract had origi- 
nally been written designating certain mine leases, then there would 
be no difficulty at all if ‘we could find proof of outside purchases. 

Mr. Brownson. What steps were taken to investigate the allegation 
and the anonymous letter received by the Embassy referring to an 
alleged payment of some kind ? 

Mr. Hor ‘FNAUER. The anonymous letter, sir? 

Mr. Brownson. Yes. What did you do to investigate that allega- 
tion of the anonymous letter that there had been an illegal payment ? 

Mr. Horrnaver. That was given to me 2 weeks after I arrived at 
Bangkok, and I asked that a copy be made forme. I know the man to 
whom the letter was written le is now deceased. I did not take any 
action on it, sir. 

Mr. Brownson. Did your investigation reveal any indication of 
possible collusion, or fraud in connection with any of these contracts ¢ 

Mr. Horrnaver. No, sir. I think in my report there are two refer- 
ences. Qne is that letter that you speak about and there is another 
statement in my report. 

Mr. Brownson. Did you consider yourself in any personal danger 
while you were in Bangkok ? 

Mr. Horrnaver. I did at one time, sir. 

Mr. Brownson. How did you arrive at that conclusion ? 

Mr. Horrnaver. I was living in hotels in Bangkok. I lived in 2 
hotels while I was there, and I had asked 1 of the contractors to give 
me in writing a statement he had made about a threat to him regarding 
his contract. Another contractor had given me that same statement. 
Somewhere along the line Mr. Putnam asked me if I was naive enough 
to belief that I could get this information in writing, a threat like 
that. I said, “Yes.” T did not know if this was before or after, but 
the information was generally the same. 

One morning in the hotel I awoke about 2 o’clock and I definitely 
heard someone trying a key in my door. I do not know if they were 
after information, or if someone had made a mistake in a room. I 
went downstairs, I believe it was the next day. They had no tele- 
phones in the rooms in the hotel and I had to telephone from a desk. 
I was telephoning a contractor and two Siamese I had seen there in 
the hotel who had watched me for several days, I do not say they 
watched me for several days, but they had been there, and the y W alked 
up to the desk and as I gave the number one Siamese nudged the other 
and the fellow started writing a note. I did not proceed with my 
conversation. I made some statement about the telephone. That day, 
or was it the next, I went out to a friend’s house because of these 
situations and probably some others. I arrived there and I was ill. 
That night these friends had a party and I was upstairs. I stayed 
in bed, but the next night they went out and about an hour and a 
half later a car drove into the gate opening of the home where I was 
staying. I heard the door gate open. Then a car drove up to the 
front door, and I heard some conversation, I presume between the 
maid and the people in the car. About 2 or 3 minutes later, after I 
heard the conversation the maid came upstairs and said, “These people 
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want to see you.” I said, “They do not want to see me; they want to 
see the people at the house.’ 

She said, “No, they asked to see the guest in the house.” 

I said, “Have you ever seen them before?” 

She said, “No.” 

I said, “Have they ever been to this house before?” 

She said, “No.” 

I said, “What are their names?” 

She said some name to me. 

So I walked down the steps and out on the veranda and there was 
the Siamese man and a Siamese woman in the front seat of the car. 
They had not gotten out of the car. I said, “I understand you want 
to see me.” 

They said, “No, the maid made a mistake,” and then they drove off. 

Mr. Brownson. Where were you in the habit of storing your docu- 
ments and papers during this time? 

Mr. Horrnaver. While I was at the hotel, when I was in the room, 
I locked them in my suitcase. When I was out of the room I carried 
them with me; that is, to the office. However, in the evening when I 
would go to lunch or dinner, I would have them locked in my room 
and lock the door. 

Mr. Brownson. I understand that the Embassy offered to keep your 
documents in their secur ity room. 

Mr. Horrnaver. Yes; they asked me on a Friday when I was sup- 
posed to go to the mines department. They said, “Bring your docu- 
ments here.” At noon I went home to the place where I was staying 
and I brought the documents that were unclassified that the Embassy 
had given me and I brought them back to the Embassy. Then I told 
Mr. Spengler that there was no need to bring the other documents. 
He asked me to bring may personal papers with me, my envelopes, 
and so on, and I said, “I am leaving tomorrow morning at 7 o’clock 
and I will take them w ‘th me.” 

Mr. Brownson. Why did you refuse this offer of safekeeping for 
the classified documents ? 

Mr. Horrnaver. Sir, the Embassy would not be open at 7 o’clock in 
the morning and I had to leave about 6. 

Mr. Brownson. Was that offer made only on that one night, the 
night before you departed ? 

Mr. Horrnaver. It was the morning of the day before I departed. 
That is as much as I remember, yes. 

Mr. Brownson. I understand you also refused to send your docu- 
ments to Tokyo by diplomatic pouch. Did you have any reason for 
that refusal? 

Mr. Horrnaver. Yes. Sometimes the diplomatic pouch is con- 
siderably delayed. As to the original communication on this case, 
it was sent to us by Bangkok Embassy, and we still did not have it 
when we received a cable from Washington asking us to comment 
on the document. I think that it was 4 or 5 days after that that we 
received a copy of the document. 

Mr. Brownson. When you got back to Tokyo, did you write your 
report up there? 

Mr. Horrnaver. Yes. 

Mr. Brownson. Then what did you do with it? Whom did you 
turn it over to? 
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Mr. Horrnavrr. I submitted it to Mr. Morton. 

Mr. Brownson. Did Mr. Morton make any comment about the 
report { 

Mr. Horrnaver. Not especially, sir. I was quite ill then. I had 
gone to the Army dispensary. I wrote my report—two reports I 
made—and they were submitted to Mr. Morton. I signed and sub- 
mitted them to Mr. Morton. I do not know whether Mr. Morton 
was in at the time. There was some statement that I cannot recall 
right now. 

‘I believe, sir, I somewhat advised him. I do not know if I should 
be advising him, but I was of the opinion that all the information 
was subject to legal opinion. I mean the allegations and the informa- 
tion I had received. We had no legal officer in our office and all 
our legal work is turned over to Washington. 

Mr. Brownson. You do not have any contact with the Embassy in 
‘Tokyo to use their legal talent at all 

Mr. Horrnaver. We have not used it, sir. We have used it several 
times for personal things, but I do not believe for business. 

Mr. Brownson. Following the report, when were you ordered back 
here to the United States ? 

Mr. Horrnaver. I was ordered back to the United States. 

Mr. Brownson. When? 

Mr. Horrnaver. I had finished dictating the last report, and I think 
that I left that evening, when the report was written. I left quickly 
after the report was written. It was on a Friday that I left. 

Mr. Brownson. What was the nature of your reason for your return 
to the States ¢ 

Mr. Horrnaver. To discuss this situation which I thought was very 
serious. I still think it is very serious. 

Mr. Brownson. I mean, was this the basis of a request that you 
instituted, that you be sent back here to discuss the situation, or was 
it out of the Washington office ¢ 

Mr. Horrnaver. Mr. Morton telephoned Washington and told them 
of the situation generally; that he believed that I should travel back 
to Washington to discuss this with Mr. Walsh and his assistant. 

_ Mr. Meaper. Mr. Hoffnauer, you just now said that you thought the 
situation was very serious ? 

Mr. Horrnaver. Yes. 

Mr. Meaper. So serious you should make a special trip to Washing- 
ton to discuss it with the Commissioner ¢ 

Mr. Horrwaver. Yes. 

Mr. Meaprer. What was serious about it ? 

Mr. Horrnaver. There are many things involved, sir, that are not 
the contracts themselves. I think that information I would consider 
classified. 

Mr. Mraper. Now, essentially you were instructed to go there and 
find out whether these contracts were being violated, or performed. 

Mr. Horrnaver. No, sir, I was sent down there to determine wheth- 
er the allegations made could be stubstantiated. 

Mr. Meaper. The allegations were the contracts were being vio- 
lated, is that not so. 

Mr. Horrnaver. Yes, the allegations were. 

Mr. Meaper. The contracts called for the tungsten to be supplied 
from the mines owned by the contractor. 
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Mr. Horrnaver. No. It does not say owned by the contractor. 

Mr. Meaper. Owned, controlled, or operated ¢ 

Mr. Horrnaver. No, not operated or controlled. There was noth- 
ing about the mineowner, or what the contractor must be in relation 
to the mine. 

Mr. Mnaper. At any rate, was it your understanding of the con- 
tracts they precluded the contractor from going into the. open market 
and buying tungsten and supplying it? 

Mr. Horrnaver. The contracts read that the material should be 
from certain mines in certain locations, and the contractor should 
absolutely not breach that contract. 

Mr. Meaper. So this business of buying on the open market was not 
permissible under the terms of the contract as you understood them ? 

Mr. Horrnaver. I do not know if there is any proof of buying on 
the open market. 

Mr. Mreaper. No. I just asked was it permissible under the contract. 

Mr. Horrnaver. No. 

Mr. Mraper. It was not? 

Mr. Horrnaver. No. 

Mr. Mreaper. That is what we have been talking about all day, and 
you have been here. 

* Mr. Horrnaver. I believe so. It is not permissible. 

Mr. Mraper. It would be a violation of the contract ? 

Mr. Horrnavugr. Yes. 

Mr. Meaper. For a contractor to go in the open market and buy 
tungsten and supply it under the contract with the EPS; is that 
correct ? 

Mr. Horrnaver. That is right. 

Mr. Meapver. That is what was charged as being done, is that not 
right ? 

Mr. Horrnaver. That was charged. 

Mr. Meaper. In the Embassy dispatch ? 

Mr. Horrnaver. That is right. 

Mr. Meaper. It was alleged contractors with EPS were not sup- 
plying ore solely from their own mines, or mines that they operated 
or leased, but the +y were going into the open market and buying tung- 
sten and selling it under their contract at a much higher price than 

they paid on the open market. 

Mr. Horrnaver. But there is some doubt. 

Mr. Meaner. I say that is the allegation. 

Mr. Horrnaver. Yes. 

Mr. Maver. And that is what you went from Tokyo to Bangkok 
to investigate ? 

Mr. Horrnaver. To investigate the allegations; correct. 

Mr. Meaper. Did you find out whether that was being done or not? 

Mr. Horrnaver. No, sir, I did not. 

Mr. Meaver. You could not say it was being done or was not being 
done? 

Mr. Horrnatver. I found no conclusive proof. 

Mr. Mraper. That does not mean anything. You did not find out 
one way or the other whether it was being done? 

Mr. Horrnaver. No, sir. 

Mr. Mrapver. That was the only honest report you could write? 

Mr. Horrnaver. I found no conclusive proof; right. 
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Mr. Meaper. The fact is you went down there to investigate to find 
out whether this allegation was true and you came back and did not 
know whether it was true or not ¢ 

Mr. Horrnaver. Sir, if a man does not know he must say he does 
not know. 

Mr. Mraper. That is a mistake many of us make; we take ignorance 
for proof. 

Mr. Horrnaver. It is not ignorance. You have my report. 

Mr. Mraper. Your report gives great detail about what you did 
each day, even about people coming up -~ bothering you when you 
were getting dressed, and things like that, but you do not say whether 
or not the documents that the State Department seems to have no 
difficulty in supplying are reliable or not. 

Mr. Horrnaver. I think that it isa matter of legal opinion now. 

Mr. Mraprer. Have you produced the facts in your report upon 
which any lawyer could pass an opinion ? 

Mr. Horrnaver. The facts in my report ¢ can be correlated with 
other information, and I think legal opinion can determine what ac- 
tion should be taken further. 

Mr. Meaper. Maybe it is in your report, but we have not been able 
to find it—the detail about the production of certain mines as shown 
by the official records that are contained in the State Department 
reports. 

Mr. Horrnaver. No, sir. 

Mr. Meaper. They have them. Why did you not get that infor- 
mation ? 

Mr. Horrnaver. I could not get the proof. They are in Bangkok, 
sir. They have been there a long while. They know how to get the 
information much better than I. 

Mr. Meaper. What you are telling the committee is essentially you 
never should have been sent down there to do this investigating job 
because you were not competent to do it. 

Mr. Horrnavrr. No, sir; I am not saying that. I think it was a 
good thing I was sent down there to get the information that I 3 
cluded in my report. 

Mr. Meaper. Mr. Hoffnauer, if it were true that these contractors 
were buying tungsten on the open market, let us say, at $45 a long-ton 
unit and were turning around and selling it to the United States 
Government for $65 a long-ton unit, do you think that would be a bad 
thing that ought to be exposed and something done about it ? 

Mr. Horrnaver. Yes. It is contrary to contract terms and condi- 
tions. Itisa very bad thing. It should not be done. 

Mr. Meaper. We have agreed it is against the terms of the contract 
for a contractor to go in the open market ? 

Mr. Horrnaver. Yes. That is a supposition, is it not? 

Mr. Meaper. I thought we had agreed upon that a little while ago. 

Mr. Horrnavrr. I misunderstood your question. 

Mr. Meaper. Let us do it this way. Is it true that under the con- 
tracts, as you understand them, it would have been wrong or illegal 
or a Violation of the contract for one of those contractors to go in 
the open market and buy tungsten or at, say, $45 a long-ton unit 
and then sell it to the Emergency Procurement Service under this 
contract for $65? 

Mr. Horrnaver. Yes; that would be wrong. 
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Mr. Meaper. That would be wrong? 

Mr. Horrnaver. Yes. 

Mr. Meraper. That is what we have been talking about all day long. 

Mr. Horrnaver. Yes. 

Mr. Meaper. And we have all agreed it was wrong, a violation of 
the contract, have we not ? 

Mr. Horrnaver. If it happened, yes. 

Mr. Mraper. There is not anything in your report of October 6, in 
the 18-page report, upon which any lawyer could base judgment as 
to whether or not those things were being done, is there / 

Mr. Horrnaver. I do not know, sir. That is up to the lawyer’s 
opinion. 

Mr. Meaper. The lawyer cannot make up the facts. 

Mr. Horrnaver. Those are the facts; those are the facts as I have 
stated them. 

Mr. Mraver. You were here earlier in the day, Mr. Hoffnauer. In 
fac t, you have been here all the time, have you not! 

Mr. Horrnavrr. Yes, I have. 

Mr. Meaprer. And did you hear the figures that I discussed with 
Mr. Snell about the producers and contractor mines and the amounts 
that they had delivered to Emergency Procurement Service ? 

Mr. Horrnaver. Yes; I heard it in general; I was not paying too 
much attention. 

Mr. Meaper. The Mae Lama Co., almost 200 tons delivered—— 

Mr. Horrnaver. The number of mines has not been established. I 
do not know whether the 200 tons, I do not know what the figure 
is based on; whether it is based on 5 mines or on 11 mines. 

Mr. Meaper. Let me ask you as of what date, about, when the 5 
mines and the 11 mines were operating. That is not the question that 
legal opinion would have anything to do with; it was a question of fact 
to as whether it was the production of 11 mines or the production of 
5 mines. 

Mr. Horrnaver. Yes. 

Mr. Meaper. To decide whether 11 mines were properly included. 
Which of the 11 mines were properly included, and which were not ? 

Mr. Horrnaver. Exactly right. 

Mr. Meaper. But they do not have that. 

Mr. Horrnaver. I have requested information officially from the 
Thai Government, and I hope that information comes through. I 
think we should follow through to see why we have not received it. 
We should contact the Thai Government if necessary to see what 
reason the Department of Mines is giving for not furnishing us that 
information. 

Mr. Brownson. Do you think you ought to go back there and insist 
they give an answer to that letter / 

Mr. Horrnaver. I do not know. I think the office here in Wash- 
ington might make that decision. I am assistant manager, and it 
is a policy matter, 

Mr. Brownson. And yet you were right over there, Mr. Hoffnauer, 
and handled that. 

Mr. Horrnaver. I could not; I would still be there if I were to 
wait for the information, because it has not arrived here yet. 

Mr. Brownson. Could the State Department—— 

Mr. Horrnaver. They did not get all the information I asked. 
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Mr. Brownson. It took the State Department 2 days to get it. Do 
you have a copy of the letter you sent ? 

Mr. Horrnaver. It is in the report. 

Mr. Brownson. In your report ? 

Mr. Horrnaver. Yes. 

Mr. Meaper. Mr. Hoffnauer, I am left in a little bit of doubt as 
to the responsibility of the State Department and your office, and J 
am somewhat concerned about the relationship between the United 
States agencies operating overseas. 

Mr. Horrnaver. Yes. 

Mr. Meaper. And this appears to be an instance wherein the State 
Department wrote a rather detailed statement. 

Mr. Horrnaver. Yes. 

Mr. Mraper. About a matter that had come to their attention, in 
volving the Emergency Procurement Service, and its operation in 
Thailand in the procurement of tungsten. 

Mr. Horrnavuer. Yes. 

Mr. Meaper. And yet the information, I suppose, through proper 
channels, came to your attention in Emergency Procurement Service, 
and they detailed, that is, your organization detailed you as an indi- 
vidual to go down there and look into the situation and try to find 
out whether the allegations and the rumors that had been going 
around were true or were not true, but now I have heard you say 
something tonight to indicate that you were waiting for the State 
Department to produce, and that you were going to wait for the 
State Department to develop the facts and if they could not produce 
the facts, you would just send a statement on the case, that there 
was nothing to the case. What i your understanding as to your re- 
sponsibility with regard to the State Department and its responsi- 
bility ? 

Mr. Horrnaver. I am a contracting officer, and I should determine 
whether or not the facts of the case would warrant a termination or 
amendment to the contract. I am not a trained investigator. When 
I was told to go down there, I went down there with the view in 
mind that I must look at this situation as a contracting officer. 

Mr. Meaper. Well, I notice several pages in your report which 
indicate that you were standing there, passively waiting for the 
Embassy to produce conclusive proof of the violation and until that 
burden was sustained you did not propose to do anything about it, 
except to say everything was all right. 

Mr. Horrnaver. I do not believe that is right. I worked on the 
job. I made the investigation; I did my job to the best of my ability. 

Mr. Meaper. And you recognized that it was your responsibility, 
as an officer, so delegated by your agency, to inquire into the situa- 
tion, to go there and get the facts, not just wait for the State Depart- 
ment or wait is the Embassy to produce them ? 

Mr. Horrnaver. Will you repeat that, please ? 

Mr. Mraper. And you recognized, being assigned to the responsi- 
bility of investigating these allegations of contract violations, that 
you should have gone down there and discussed the matter, dug up all 
the facts, rather than sitting passively by and waiting until the Em- 
bassy or some official in the Embassy produced the proof for you? 

Mr. Horrnaver. I do not think, sir; that I should have been down 
there for 6 months digging up these facts, as was told me by the mining 
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engineer down there, that would take all of that time for a great many 
of the facts to be obtained, other than what was obtained here, so far 
as I cansee. We must gotothe mine. We must go to the Japanese—to 
the Thai Government. They are involved in this. 

Mr. Mreaper. You were there for 3 weeks. 

Mr. Horrnausr. Yes. 

Mr. Meanper. There are official records which are required to be 
filed. 

Mr. Horrnaver. Yes. 

Mr. Meaner. For the royalties the Thai Government is collecting. 

Mr. Horrnaver. Yes. I think you will see by my letter, that I have 
written officially to the Thai Government, Department of Mines, that 
the information we need will be included in the reply to that letter. I 
am quite sure of that, almost positive, that if we have that informa- 
tion that we can proceed on a basis of a foundation. 

Now we have clear rock here, and we just do not know; we have one 
case here and a statement here and there, but it is still on level founda- 
tion, and then if we suspect something wrong, on this basic informa- 
tion, we have to go back, we must check the facts and then call for 
assistance. It may be necessary to call upon the Thai Government. 

Mr. Mraper. You heard me read Mr. Snell the figures contained 
in the State Department memorandum, showing that there had been 
delivered by the Mae Lama Mining Co., between April 1951 and April 
of 1953 over 584.73 long tons, when the production of the Mae Lama 
mine, according to the Thai mine department records was only 308.18. 

Mr. Horrnaver. How many mines are involved ? 

Mr. Meaper. You are asking me the question, I do not know. I 
have not had the answer given me. 

Mr. Horrnaver. Yes. 

Mr. Meaper. But it is contained in the State Department memo- 
randum which initiated this whole investigation. 

Mr. Horrnaver. Yes, but it makes a difference whether the 308 
tons were produced out of 5 mines or out of 11 mines, because I think 
you will agree 

Mr. Meaper (interposing). Let me ask you, Mr. Hoffnauer: Did 
you have this document of the Embassy of May 11, 1953? 

Mr. Horrnaver. It was down at the Embassy and I think—— 

Mr. Meaper. And you never saw it until you got to Bangkok? 

Mr. Horrnaver. No, I saw it in Tokyo. 

Mr. Mraper. You saw it in Tokyo? 

Mr. Horrnaver. Yes. 

Mr. Mraper That is what started this whole business? 

Mr. Horrnaver. Yes. 

Mr. Meaper. And you were sent down there ? 

Mr. Horrnaurr. Yes. 

Mr. Meaper. So you had a chance to read it on the plane between 
Tokyo and Bangkok, which is quite a long way, because I have been 
over that run not too long ago; you had a chance to read this memo- 
randum. 

Mr. Horrnaver. I could not take the memorandum with me. 

Mr. Mraper. Why not? 

Mr Horrnavrr. It is classified, highly classified. 

Mr. Mraper. You could have taken some information from it, could 
you not? You mean it was classified ? 

Mr. Horrnaver. I am sorry—— 
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Mr. Meaper (interposing). You could have taken it—— 

Mr. Horrnaver (continuing). I do not believe 1 took it with me 
because I thought there would be a copy down there. 

Mr. Meaper You had already read it? 

Mr Horrnaver. Yes, I had read it in the office in Tokyo. 

Mr. Meaper. If there was going to be an investigation, it was con 
tained already in this 24-page typewritten memor andum, was it not, 
Mr Hoffnauer ? 

Mr. Horrnaver. Yes. 

Mr. Mraper. A lot more facts than are contained in your report, 
from your Department, which deals primarily with what time you 
saw so-and-so, and the sequence of events rather than the statistics 
and facts. 

Mr. Horrnaver. Yes, but they are not substantiated facts. 

Mr. Meaper. Now, that ismy point. You could very well have gone 
to whoever prepared this memorandum in Bangkok and said where 
did you get these figures, the ones I am just referring to now. What is 
the production of the Mae Lama mine, and does it include 11 mines? 

fs. Horrnaver. I did discuss that. 

Mr. Meaper. The question you asked me you could have asked the 
man who prepared this memorandum. 

Mr. Horrnavuer. Yes, I asked the people that question. 

Mr. Mraper. And was it 5 or 11 mines? 

Mr. Horrnaver. I believe 5 mines. I do not recall that particular 
figure of 380 tons 

Mr. Meaper. 308 tons. 

Mr. Horrnaver. 308 tons. I do not recall that particular figure. 

Mr. Meaper. Then it seems to me that you would have acc omplished 
something that would have assisted on a determination of a series of 
legal questions, as to what mines are included within the contract with 
the Mae Lama Co. 

Mr. Horrnaver. Yes, and I hope to get that some time later; that 
should be coming from the department of mines. 

Mr. Meaper. There was not any doubt about this figure, that they 
were delivered; that is not in question, the 584 long tons delivered. 

Mr. Horrnaver. I cannot say right off hand. 

Mr. Meaper. oe are EPS figures; are they not? 

Mr. Horrnaver. I do not know, sir; I am not quite sure. 

Mr. Meapver. Whatever it is, the EPS would have figures showing 
they received from the Mae Lama Co. on the contract 

Mr. Horrnaver. Yes. 

Mr. Meaper. You did not need to spend any time in Bangkok in- 
vestigating that, did you? 

Mr. Horrnaver. I do not believe so. 

Mr. Meaprr. No, because those are not in dispute; they are your 
official receipts, and we paid good United States dollars out for that 
(lelivery, and they must be accurate records, and the only thing you 
had to concentrate on was how much did these mines produce. And 
if you were satisfied that the Mae Lama Co., the contractor, did not 
have mines producing the amount of tons that they delivered to this 
Government, you could not have very well escaped the inference the Vv 
had gone out in the open market and bought tungsten and sold it to 
us under their contract, which you are in agreement was a violation, 
is it not? 














172 CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 

Mr. Horrnaver. It is an inference, which differed between dif- 
ferent people. 

Mr. Meaper. It is an inescapable result, when they did not produce 
in the mines covered by the contract the quantity delivered and they 
delivered that much, that the y got these tons somewhere else. Is that 
not logical, Mr. Hoffnauer ? 

Mr. Horrnaver. If the facts are that the Mae Lama Co. was not 
producing the quantity shipped, then of course they must have gone 
out and POU it. 

Mr. Mraper. And you only had one thing to look at at the time you 
went to Bangkok, and that was what was the actual production of 
the mines that were involved in the Mae Lama contract. That was 
the only question you had to find out when you went to Bangkok, was 
it not? 

Mr. Horrnaver. I think there were many questions besides that. 

Mr. Meaper. That was the allegation you went down there to check 
on, and you came back without it, saying that you did not know 
that that question had not been resolved ; you came back with a gen- 
eral report which in effect said you did not find anything wrong, 
after making the investigation, which you had describe d here as being 
complete, which is what I would call a whitewash. 

Mr. Horrnaver. No; it should not be so. I say that I found noth- 
ing. I am sure that my superiors will read the report and realize 
that further investigation is necessary, further legal opinion, I mean, 
to determine what action should be taken. 

Mr. Brownson. In this report of October 8, 1953, Mr. Hoffnauer, 
is contained this statement: 

I was unable to obtain any factual proof verifying these accusations. 


That, to me, completely negates the statement. He did not say 
the acquisitions are wrong; he did not find the information, and he 
simply says that he was not able to obtain it. He does not say the 
information is not there. 

This letter I would like to read into the record at this point. This 
is a letter than went out from the American Embassy at Bangkok, 
under a recent date, September 17, 1953, addressed to Nai-Pathon- 
Khochaseni. 


DIRECTOR GENERAL, MINES DEPARTMENT, 
Ministry of Industry, Bangkok. 

Dear NAI KHOCHASENT: In accordance with arrangements made in discussions 
at your office Tuesday morning, September 15, I am requesting the following 
nformation on the mine leases numbered on the attached list. 

1. Date of lease. 

2. Location. 

3. Name of lessee. 

t. Production by months from January 1, 1951, to the latest month reported 
in 1953. 

5. Number of miners employed. 

G. Purchasers of production. 

7. An early report bearing your official signature and title on the letter of 
transmittal will be greatly appreciated. 

Very truly yours, 
(Signed) E. W. Horrnaver, 
{ssistant Manager for the Far East, 
Emergency Procurement Service. 
Attachment: As stated above. 
EWH :c¢s 
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Your assistant covers the matters of the leases. It does not cover 
the breakdown. It covered production by months, from January 1, 
1951. It does not cover the breakdown by districts, but covers the 
list of properties and production. 

These are the two documents that have been referred to. 

Mr. Meapver. May I ask one other question ¢ 

Mr. Brownson. Yes, Mr. Meader. 

Mr. Meaper. Perhaps, Mr. Hoffnauer, you are not the one to answer 
this question, but you were in Tokyo and maybe you are familiar with 
the policy of the Emergency Procurement Service. 

Is it the policy of the Kmergency Procurement Service, to write 
long-term contracts with regard to the acquisition of materials, in 
which there is a fluctuating market, at a fixed price, so that this situ- 
ation which developed in Bangkok may arise with respect to all pro- 
duction buying of the EPS? 

Mr. Horrnaver. You are right about not being the right man. I 
will answer as best I can. Our operations are all checked with Wash- 
ington before any contract is written on strategic and critical mate- 
rials. Washington tells us which price is satisfactory. 

Mr. Meaper. You are right that it is a matter of policy. 

Did you ever write contracts for various materials providing that 
the price shall be the market price on open-end procurement ¢ 

Mr. Horrnaurr. No. 

Mr. Meaper. It is all at a fixed price. You do not have what you 
call the open-end contract ? 

Mr. Horrnavurr. No; they are definite contracts. 

Mr. Mraper. What would you think of that way of buying raw 
materials ¢ 

Mr. Horrnaver. On open-end contracts ? 

Mr. Mrapver. No; I mean buying over a long period of time, mate- 
rials where the market history is one of fluctuating price, on a fixed- 
price contract. 

Mr. Horrnaver. The need for the materials is the determining fac- 
tor, sir. 

Mr. Mraper. Do you approve of that policy? You do not know of 
any way of getting away from that; is that it 

Mr. Horrnaver. If [ understand what you mean, sir, if materials 
are needed and we have to get them at the best price possible, we must 
buy them at the best price possible. 

Mr. Mraper. Well, let us just talk about this particular case here. 
I believe the contracts run around 2 or 3 years ? 

Mr. Horrnaver. One contract was for 3 years; the other was for 
2 years, and the other one was for 1 year. 

Mr. Meaper. Do you think that was the intelligent way to buy 
tungsten at the price of $65 per ton, units, at the time when the market 
was $2 above that? 

Mr. Horrnaver. That is a policy decision. 

Mr. Meaper. What do you think of that way of buying? 

Is that the only way we can buy these strategic materials? 

Mr. Horrnaver. I do not know that I can answer that, sir, pre- 
cisely. You mean to give you my own opinion é 

Mr. Meaper. Yes; as an expert in this field. You are in this busi- 
ness, and have been dealing with it and have knowledge regarding it, 
and you went to the Far East, as I understand it, and have dealt with 
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the matter of procurement of materials for the EPS over some period 
of time. Is that the best way we can go about getting strategic 
materials over a period of 3 to 7 years, which appears to have been 
what was done here? 

Mr. Horrnaver. I do not know. In our Tokyo office, we are just 
a part of the overall program, and we deal with just a part of the 
program, we do not know what the need is. If the need is great 
enough over a period of 2, 3, 4, or 5 years, then a purchase over a 
period of time may be necessary. It all depends upon the individual 
situation, I think, sir. 

Mr. Meaper. Did you negotiate these contracts; have anything to 
do with them ¢ 

Mr. Horrnaver. No; I did not negotiate them. 

Mr. Meaver. Who did negotiate the Mae Lama contract? 

Mr. Horrnaver. Mr. Putnam, of the Reconstruction Finance Cor- 
poration, I understand, acting as agent for the Emergency Procure- 
ment Service. 

Mr. Brownson. You mentioned some time ago that you made two 
reports. One was the report of 18 pages, of October 6, which is to 
Mr. Hamilton Morton, and the other report is an 11-page report, of 
October 8, and a memorandum here with the two reports. 

Mr. Horrnaver. May I—I do not recall the 10 days between. I did 
not believe there was 10 days. 

Mr. Brownson. Two dé Lys. 

Mr. Horrnaver. Two days; yes; they must be the ones. 

Mr. Brownson. They are the only reports you made? 

Mr. Horrnaver. I made the report here on the conclusion—I do 
not think it could be called a report. Those are the two reports. 

Mr. Brownson. Did you prepare any other report, or prepare any- 
thing covering any other area of investigation that did not refer to 
the situation ¢ 

Mr. Horrnaver. No. I believe those are the three. 

Mr. Brownson. The three. 

Mr. Horrnaver. Yes. 

Mr. Brownson. You read the 18-page report at the Embassy. I 
want to ask you if you went out to his residence to check the rest of it? 

Mr. Horrnaver. I think I had better discuss that in executive 
session. 

Mr. Brownson. Very well. 

Mrs. Sr. Grorer. There is only one report that I might ask about. 
You have repeatedly spoken of your great interest in this situation, 
and yet when you come to the report, and when it comes to us, I cannot 
see that you have put your finger on any one particular serious situa- 
tion. It is vague, as a result of what you were able to do over there. 
I would say, from what I have heard, that you did not receive suffi- 
cient cooperation to do the job you intended to do. I may be wrong 
about that, but that was my impression from what I have heard. 
I still do not see where the very serious situation comes in. What was 
it that was so serious? Apparently your contacts fail to indicate, or 
you did not find it. 

Mr. Horrnaver. I am sorry, ma’am; I did not say they were all 
right. 


moe 


CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 175 


Mrs. Sr. Grorce. But you did not say there were wrong findings, 
did you ¢ 

Mr. Horrnaver. Yes. 

Mrs. Sr. Grorcr. How can you say it is a bad situation? That is 
what I cannot understand. I mean—and I may possibly be wrong, 
but I do not see where you found it. 

Mr. Horrnaver. I think my reply to that would be classified. 

Mrs. St. Grorce. That is it / 

Mr. BrowNson. Certainly some of this is not classified. 

Mr. Horrnavuer. I do not think it would be to the best interest of 
the Government to make the report public. 

Mr. Brownson. Can you not paraphrase some of it so it will not 
be classified? If not, we will take it up in executive session when you 
can tell the story. 

Mr. Horrnauer. Very well. 

Mrs. Sr. Grorce. I would like to know. 

Mr. Brownson. I am personally getting a little tired of having so 
many “classified” responses. 

Mrs. Sr. Grorcr. That is the point. I think we should know if 
there are serious implications. I would like to know what they are. 

Mr. Brownson. This memorandum of October 8 could almost have 
been written by anyone sitting here in Washington, from anything 
you read in the report. Still I do not think much of the language in 
that paragraph that “I was unable to obtain the factual proof.” 
I could have made that kind of report on the acquisition right here. 

Mr. Brownson. I think we will go into executive session, but first, 
do you have a couple of questions before we go into executive session, 
Mr. Kennelly ? 

Mr. KenneE ty. I would also like to show a few additional facts. 

Mr. Brownson. I would like to show that a member of the subcom- 
mittee, Mr. Dodd, attended this meeting and had to leave early. He 
came in after the roll call. 

Mr. Krennetty. I wanted to get one point straight: On this original 
form that was given you with the Siamese language translated 
thereon, which was given you by the Embassy for your use, as I under- 
stand it, at the Department of Mines, in trying to take down some of 
the information on record there, it is my underst: inding in talking 
to Embassy and State Department people that you received this form 
on one of the first days aie your arrival in Bangkok. Is that right 
or not é 

Mr. Horrnaver. Yes, sir; that is right. 

Mr. Kenne ry. I thought you testified you did not get that report 
until near the end of your investigation / 

Mr. Horrnaver. That is the later report—this report here. 

Mr. Kennetiy. You got that later at the end of the investigation? 

Mr. Horrnaver. Yes, sir. 

Mr. Kennewiy. That clears that point up. You did not make any 
investigation while you were there of any possible fraud, collusion, or 
bribery by anyone under oe contract ¢ 


Mr. Horrnaurer. No, si 
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Mr. Kennetry. You did not feel that the allegations made in the 
anonymous cable which was referred to here before and on which we 
had some information in here about a possible 2-percent payoff, fell 
within the scope of your investigation ¢ 

Mr. Horrnaver. It was received so late and I was ill. I received 
that report on Saturday and I was ill Monday and Tuesday, and then 
I had some appointments and I did not get around to make that 
investigation. 

Mr. Kennetiy. Had you ever been in Bangkok before this trip? 

Mr. Horrnaurr. I was there—passed through Bangkok in about 
June on my way returning to Tokyo from Singapore. 

Mr. Kennecity. When you were there in June did you meet any of 
the Thailanders connected with any of these contracts ¢ 

Mr. Horrnaver. No, sir. 

Mr. Kennetiy. Did you ever know any of the contractors or their 
associates connected with these contracts before ? 

Mr. Horrnaver. No, sir; I knew their names through the contract. 

Mr. Kennetiy. While you were there, did you investigate any of 
the allegations that might have been made by this Mr. Hamlett, the 
German who had orally furnished information to Mr. Morton in 
Tokyo? 

Mr. Horrnaver. No, sir; I did not. 

Mr. Kennetiy. Mr. Chairman, I would like to request that we put 
in as exhibit 21 a copy of this brief which was furnished by the Em- 
bassy to Mr. Hoffnauer, and also that we put in a copy of his job 
description as exhibit 22 

Mr. Brownson. I ask unanimous consent that those two insertions 
be made and without objection they will be inserted in the record at 
this point. 

(The exhibits are as follows :) 


EXHIBIT 21 


BRIEFING PAPER FOR MR. HOFFNAUER 


Mage LAMA MINING Co., 
September 25, 1953. 
Lot Vo. ho: 
Shipper: Messrs. Tham Rong Co., as agents for Mae Lama Mining Co. 
Consignee: General Services Administration, New York, N. Y. 
Carrier: Olga Maersk, departed Bangkok May 31, 1953. 
Shipment: 327 bags of wolfram ore, weighing 16,449 kilos (approximately). 
Covered by June 2, 1953, letter (certificate of origin) from the Acting 

Director General of Mines Department. 

Export Permit No. 88, May 30, 1953, issued by the Mines Department at 

Bangkok. 

Examine the Mines Department copy of the export permit and get the following 
information: 

1. Was the export permit issued to the Mae Lama Mining Co.? If not, t 
whom was it issued? 

2. Is the mining lease number given on the export permit? If so, in 
whose name is the lease? 

3. The number of the royalty receipt or receipts will be listed on the export 
permit. What are the royalty receipt numbers? Where were the royalty 
receipts issued? 

(a) Examine the Mines Department copies of the royalty receipts. 
To whom were they issued and under what authority (mining 
lease or purchase permit) ? 





« 
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EXHIBIT 22 







Standard Form No. 75 i oa ne: a a 2. OfBcial headquarters. 4. Agency position No 
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February 1946 Tokyo, Jap FE-36 
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© Buresa 


@. Recommended by initiat- 
ing office 


















®. Organizational title of position (if emp) 10. Name of employee (// macancy, specify t,% | 
Assistant Manager for Far East Elmer W, HKoffnauer ] 
11. Department, agency, or establishment 6. Third subdivision - 

General Services Administration | Office of Manazer | 
& First subdivision ae a ~ | 4. Fourth suba on as z 
_Tmergency Procurement Service 0 = onan aM 

b. Second subdivision | ©. Fifth subdivision | 


Far Eastern Office _ Rin ewe Oe 


12. This ts a complete and accurate description of the dutics and responsibilities of | 13. This isn complete and accurate description of the dutice and reaponaibilities of thie 
my position position 


Hcc)3= 4/9/52 








= (Bignature of immediate supervisor) a 
(Slanature of employee) Wats | rate 
14. Cortifention by hood of burean, division, Geld elles, or designated representative | 15, CortiScation by department, agency, or establishment 
/s/ /s/ Robert R. Fredlund L/11/52 
A. Je Walsiftenstur) (Dave) | Chief, Job @vw@uation and (Date 


TiteComnissioner, Emergency Procurement Servike: Wage Administration Branch 








16. Description of duties and reaponstbilities (See Guide to Position Classifiers, Employees, and Supervisors for the Preparation of Position Descriptions, Standard Form No 75A 


Part 1, Duties (nature and purpose of work) 

Serves as the supply representative, Assistant Manager for Far East, of the 
Emergency Procurement Service, General Services Administration, and under 
the direction of the Manager for Far East actively directs the planning and 
coordination of the Far Bast purchase programs of the Mutual Security Agency 
mission to China and the special technical and economic missions to Burma, 
Indochina, Thailand, Indonesia, the Philippines, and such other similar missions 
which may subsequently be established and to which the EPS may be assigned as 
procurement agent and, further, is responsible for all phases of procurement 
throughout the Far East area of searce strategic and critical materials to be 
purchased for the United States stockpile program. 

In the absence of the Manager for Far East acts in his place in effecting the 
purchase programs enumerated above, incumbent will be required to maintain 
continuous liaison with MSA mission, STEM officials and cabinet rank members 
of Far East Asian countries cooperating with the United States economic reha 
bilitation and assistance programs and in great part with Korean Government 
officials concerned with the purchase program for strategic and critical materials 
in that country; will assist the Manager for Far Hast in planning, directing and 
cordinating all United States sponsored purchasing activities of the Far East 
office and its branch office located in Pusan, Korea, and to be established in 
Seoul, Korea: more specifically, will be responsible for assisting in coordinating 
and directing the following activities: 

(a) Upon receipt from the Emergency Procurement Service in Washington 
of directives issued to the General Services Administration by the Office of 
Defense Mobilization, setting forth specifications for strategic and critical mate- 
rials to be purchased for the United States stockpile program, will be immediately 
and directly concerned with the procurement of all such materials by the EPS 
supply representatives in branch offices of the Far East office, located currently 
in Pusan, Korea, and in those which may subsequently be established in other 
Far East countries. 
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(}) Provides instruction and direction for continuing surveys of the Japanese 
production potential for strategic and critical materials making available com- 
plete and accurate information enabling the Manager for Far East to report 
comprehensively thereon to the Commissioner, Emergency Procurement Service, 
Washington. 

(c) Conducts exploratory investigations of Japanese facilities for processing 
and/or beneficiating base ores subject to possible procurement for the United 
States stockpile program. Investigates possible sources of additional supplies 
for such ores, supervises the receipt, storage, processing, and transportation to 
final destination of all such strategic and critical materials, insuring the expedi- 
tious dispatch of such reports as are necessary for the information of the 
designated consignees and to permit payment thereof. Supervises the direct 
payment by the Tokyo Far East office of all handling and service charges in 
connection with the §. and C. materials stockpile purchase program. 

(d) Assists in the establishment of operational procedures for the purchase 
activities at branch offices in Pusan, Korea, and for those to be established in 
other Far East Asian countries and instructs, directs, and coordinates all per- 
sonnel in all duties, activities and related functions. Informs personnel under 
his supervision of all policies established by the Commissioner, Emergency Pro- 
curement Service, Washington, and concurred in by MSA officials. 

(e) Directs compilation of information, in addition to availabilities, such as 
cost of commodities, delivery data, cost of ocean, air and rail transportation, stor- 
age costs and foreign exchange rates for immediate reference at such times as 
tems are to be contracts for. 

(f) Negotiates contracts, sales agreements, and purchase orders with vendors 
in his capacity as Assistant Manager for Far East, EPS, and as agent for the 
Mutual Security Agency and the special technical and economic mission to Far 
East Asian countries, TCA, UNKRA, and directs arrangements for necessary rail 
and ocean transportation for commodities purchased, to point of final destination. 

(7) Subject to the approval of the Manager receives and prepares answers to 
correspondence and cables, convenes for and attends conferences arranged by MSA 
missions, STEM Chiefs, by agencies of Far East Asian governments and United 
States Army Far East Command authorities, relative to purchase activities. 

(ii) Receives from the Manager for Asia the Mutual Security Agency mission 
to China and the Far East Asia special technical and economic missions, import 
program purchase requisitions and determines availability of materials listed in 

der that the agency concerned may request purchase authorization from 
Washington 

(i) Receives from the Manager for Far East, approved procurement authori- 
zations and purchase requisitions through GSA/Washington and directs the prep- 
aration of complete and accurate specifications for all commodities to be pro- 
cured under each procurement authorization. As the Assistant Manager for Far 
Kast, prepares and negotiates contracts with suppliers after obtaining assurance 
he is contracting for the best quality material at the lowest price possible, and 
subsequently requests the appropriate foreign-exchange bank to authorize its 
correspondent in the procurement area concerned, to make payment by letter of 
credit, or arranges for other media for payment as specified in the contract. 
\cts as officially designated United States Government representative in author- 
izing payments in purchases covered through open letters of credit. In the event 
the commodity is of emergency importance, and the time element concerned does 
not permit normal procurement procedure to apply, in the absence of the Manager 
for Far East, may issue a letter of award, to a supplier or take such other steps 
as may be deemed essential to effect expeditious procurement and delivery of the 
commodities. 

(j) Responsible for keeping in touch with each contracted supplier, in order to 
remain fully informed as to the most exact date commodities contracted for will 
arrive at point of final destination, and also to learn whether or not there is possi- 
bility of default. This information is important in order that steps may be taken 
by the appropriate requisitioning agencies, upon receipt of report from EPS Far 
East office confirming whether such contracts remain in force or are canceled, to 
reprogram funds thus restored. 

(k) Incumbent will supervise the proper operation of the Tokyo Far East office 
which is responsible for expediting procurement of requisitioned commodities and 
for maintenance of adequate records denoting cost and availability, in Japan and 
Far East sources, of all commodities of probable interest to United States Gov- 
ernment agencies charged with the responsibility for implementing United States 
Government foreign economic aid programs; will receive sealed bids from local 
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suppliers ; will direct public bid openings, reviewing and selecting the most desir- 
able and favorable quotations from suppliers. 

(1) Receives sealed bids and reviews them, determines most favorable bid and 
immediately contacts supplier for final contract negotiation. Makes formal pub- 
lic award of contract to supplier confirming such award by written public notice. 

(m) Responsible for procuring items at lowest price possible, insuring that 
prices of items contracted for do not exceed prevailing market prices. 

(nm) Directs the procurement of emergency items for friendly Far East Asian 
governments and other independent agencies using such dollar foreign exchange 
funds as are made available by these governments and agencies for the procure- 
ment, such procurement, however, will be effected only upon conclusion of 
special agreements between the governments and agencies concerned and the 
Emergency Procurement Service as currently exists between the Government 
of the Republic of Korea and the General Services Administration. 

(0) Supervises the preparation of and is directly responsible for furnishing 
any and all types of reports as requested by the Manager for Far East, Emergency 
Procurement Service, and/or higher administrative authorities. 

(p) Responsible for the morale and welfare of employees of the Tokyo Far 
East Office and its branch offices. 

Part II. Knowledges, skills, and abilities required 

Incumbent should have a thorough knowledge of government, GSA and com- 
mercial-type purchasing, purchasing techniques, methods, and policies; must 
have knowledge of most favorable oriental and domestic sources of supply; 
expertly qualified to negotiate contracts; ability to evaluate oriental and con- 
tinental price and market trends; and have a thorough knowledge of banking, 
shipping, and business law. 


Part III. Work guides 

Reference materials used are appropriate GSA regulations and publications 
with revisions and additions thereto; directives published by the Office of Defense 
Mobilization, and the Mutual Security Agency, Reuters Economic Services; 
complete set Federal specifications, Department of Commerce World Trade in 
Commodities: United States Steel and Sweet’s Catalog; various fisheries trade 
journals; Army catalogs containing NCL of technical materials and books 
pertaining to business law. When necessary, confers with various technical 
advisers connected with the MSA mission to China and the special technical 
and economic missions to other Far East Asian areas for technical clarification. 
Tasks listed above are performed mainly independently on own initiative, 
requiring the exercise of considerable judgment and originality of thought. 
Part IV. Work contracts e 

Coordinates all purchase activities with MSA and STEM officials concerned 
and with all pertinent Far East Asian governmental agencies to determine in 
advance if possible items which may possibly be requisitioned and to provide 
such officials and agencies with data pertaining to cost and availability of such 
materials and to keep them informed on all phases of procurement of items 
previously purchased or in process of being purchased. Such contracts are 
made by telephone, correspondence, and personal visits to other Far East areas, 
agencies, and offices, or by arranging local conferences. 

Part V. Supervisory and administrative responsibility 

Furnishes expert technical advice and direction to the purchasing agents 
of the Far East office and its branch offices, coordinating their activities in terms 
of accomplishment of the overall objectives of the MSA and STEM economic 
assistance programs and of the United States stockpile defense program. 

Mr. Kennetiy. Also, I am wondering, Mr. Chairman, while we 
could not find the name of the German who had given this informa- 
tion, I was surprised to find that Mr. Snell knew his name and I am 
wondering while Mr. Snell is still here—because he may not be here 
tomorrow—whether or not you might want to ask him how he knew 
the German and the details of his contacts with him. 

Mr. Brownson. Mr. Snell, how did you happen to know the name 
of the German who made the allegation referred to? 

Mr. Snetut. Mr. Chairman, I came in contact with Mr. Hamlet 
shortly after the office was opened. I had put a notice in the paper 
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that we were opening our office and Mr. Hamlet came to my office. I 
might state this, that I had met Mr. Hamlet on my first visit to Bang- 
kok in 1949. I met him through Mr. Al L yman, who is, supposedly, 
an American lawyer in B: ingkok. 

Mr. Brownson. Will you spell these names so the reporter can get 
a chance at them ? 

Mr. Snevi. Yes,sir. Mr. Al L-y-m-a-n. He is a lawyer who intro- 
duced me to Mr. Hamlet. Mr. Hamlet’s first name is Herbert, 
H-e-r-b-e-r-t. That is how I first knew Mr. Hamlet. Then Mr. 
Hamlet came to see me in my office in the MSA building after I 
opened, and he asked me if he could possibly do any business with 
us, I said, “What type - ee siness are you in?” He said, “Import 
and export.” And I said, “I do not know right at the moment, Mr. 
Hi umlet, what we can do in your line. However, if you will give me 

i letter outlining what your company handles, I would be very glad 
to put it in my file for future reference.” Then Mr. Hamlet said, 
“Well, I am a tungsten dealer.” I said, “What type of tungsten 
dealer? Do you mine or do you buy on the open market and act as 
a broker?” He says, “T act as a broker.” And I said, “Mr. Hamlet, 

do not believe we will be able to do any business with you right 
away.” 

Now, I do not know this to be a fact but I heard it rumored there 
that Mr. Hamlet was very much irritated with me because I would 
not accept an offer from him on open-market wolfram. He later went 
to Tokyo and he made certain statements to Mr. Morton which Mr. 
Morton brought back to me in Bangkok in November of 1952, I believe 
it was, when he visited Bangkok, coming from Singapore, and he 
asked me what I knew about Hamlet. Well, I told him what I knew 
about Hamlet, but I said, “I will look into him very carefully and see 
if I can find out anything else about the fellow.” 

I did look into it, and I had some very reliable information which 
I had transmitted to the Embassy for their files. I believe Mr. Speng- 
ler was the one J gave it to and it touched upon the fact about Mr. 
Hamlet being involved in dope smuggling with another man in Bang- 
kok and running dope from Hong Kong to Korea to the troops. That 
was my short association with Mr. Hamlet. 

Mr. Brownson. I must say that I am inclined to think that you 
should have investigated this other situation, since you cert: linly did 
a good job ; getting the information on Mr. Hamlet. 

Mr. Snetn. As Is say, I do not know how much factual information 
there is in that. 

Mr. Brownson. Well, in this report we do not even get a good juicy 
rumor to work on; it is just a great big cipher written on invisible 
paper with invisible ink so far as ‘T am concerned. 

Mr. SNe. Well, that is all I know about Mr. Hamlet. Mr. Hamlet 
and I did not see each other after he came back from Bangkok—I 
mean after he came back from Tokyo. 

Mr. Brownson. The committee will now adjourn the open session 
and will convene immediately in closed session. 

Since the responsibility for the security of this particular infor- 
mation rests in the hands of our witness, we would like to ask him 
who he believes should be or could be in the room at the time to fit in 
with the security of that material he is going to discuss. 
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Mr. Horrnaver. I think Mr. Walsh should be here and Mr. Bram- 
ble, of the State Department. 

Mr. KENNELLY. We will have Mr. Mooney here and Mr. Spengler, 
of the State Department. Do you have objection to their being here? 

Mr. Horrnaver. No; that is all right. 

Mr. KennE.LLy. Apparently there is another division of GSA rep- 
resented here. 

Mr. Watsu. Would you object to our attorney’s staying? 

Mr. Horrnaver. No, sir. 

Mr. Brownson. This will be a very short executive session, and 
we will adjourn for tonight, meeting in the morning at 9 o'clock. 











[NVESTIGATION OF UNITED STATES GOVERNMENT 
CONTRACTS FOR THE PURCHASE OF TUNGSTEN IN 
THAILAND 


MONDAY, NOVEMBER 30, 1953 


House or REPRESENTATIVES, 
INTERNATIONAL SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 


Washington, D. € 


The subcommittee of the Committee on Government Operations met 
in room 1302 at 10: 40 p. m., November 30, 1953, the Honorable Charles 
3. Brownson (chairman) presiding. 

Mr. Brownson. The executive session of the International Sub- 
committee of the House Committee on Government Operations will 
come to order. 

The witness has already been sworn and I believe it would probably 
be the best procedure in this case to let the witness proceed with the 
information which he has already discussed as being extremely im- 
portant information and that the members reserve their questioning 
until the information is in. 

Mr. Horrnaver. Sir, may I have the question again from Mrs. St. 
George ! 

Mrs. Sr. Grorce. My question, Mr. Hoffnauer, was, What is the 
extremely serious situation that developed while you were there, or 
at least you found there, which I do not see written up in any of these 
reports, or in your testimony? You repeatedly alluded to the great 
seriousness and to the danger involved. 

Now, I think this committee would like to know what that situation 
and the danger is. 

Mr. Horrnaver. The proximity of Thailand to the Communist- 
dominated areas makes this situation very serious. Sometimes a per- 
son making an investigation may make mistakes; I may make mis- 

takes down there which may result in difficulties between two sover ign 

states. I do not feel that I am qualified to make any statement re- 
garding this because I am not diplomatically—I do not have a diplo- 
matic background, but this has always appeared in my way of think- 
ing and that is it is very, very serious ¢ me we should be very careful 
in “whi at actions are t taken. 

Mr. Brownson. Actually, has not that matter been pretty well set- 
tled for you in the letter which you received from Emergency Pro- 
curement Service when they said they felt no serious ramifications 
would result even if the contracts were canceled ? 

Mr. Horrnaver. I think that may have been, sir. Three contrac- 
tors are involved, but there are hundreds of miners—maybe thousands, 
I do not know—involved and word in the Orient passes so quickly 
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from mouth to mouth that we do not know what the results will be 
of the actions taken. We must be very, very certain of our actions 
before we take those actins, I believe. 

Mr. Brownson. Well, is that the danger to which you referred ? 

Mr. Horrnaver. Yes, sir. 

Mr. Brownson. Well, in what way do you think that danger might 
manifest itself / 

Mr. Horrnaver. Well, I think my report will show a statement ap- 
peared in a newspaper that there are charges being made that the 
GSA is cancelling our contracts now that the Korean war is over. 
How much political propaganda could be made of that by our political 
enemies, I do not know, but I think it should be given consideration. 

Mr. Brownson. Of course, that was not the basis of the cancella- 
tion of these contracts. If they cancelled them, it would be on the 
basis of the fact that the contracts were not lived up to in the first 
place. 

Mrs. Sr. Grorer. Mr. Hoffnauer, you surely do not think that a 
statement such as the one you have just made is a highly classified 
statement, do you? 

Mr. Horrnaver. I do not think it is so highly classified, ma’am. 

Mrs. Sr. Grorce. I cannot see quite how it would be, because I do 
not think it is definite enough. You say there is danger something 
might happen between two sovereign states. Well, I can assure you 
that something is probably going to happen between two sovereign 
states at any minute any place, but I cannot say it is highly classified. 

Mr. Brownson. The geographical location of Thailand is pretty 
well established. 

Mrs. Sr. George. I do not think this has cleared up the situation— 
at least, it has not in my mind. I thought possibly you were going 
to bring out something about the Chinese influence. I have been a 
little bit disturbed about the testimony about the Chinese being so 
active in these mines, and so forth, and when they say “the Chinese,” 
I wonder what kind of Chinese they mean. Does that mean the Com- 
munist Chinese are active or that some of this money is getting into 
Communist China? That would be a danger. I can see that, but 
nothing of that sort has developed in your testimony. 

Mr. Horrnaver. I see. 

Mrs. Sr. Grorce. I would think that might be classified. 

Mr. Brownson. This lack of finding anything wrong with the con- 
tracts has tended to protect the Chinese Government, which is operat- 
ing a mine in Burma that should be in Thailand. 

Did you find anything else over there while you were there in your 
inspection that you did not include in your report that you feel is of 
significance ? 

Mr. Horrnaver. No, sir, I put down all the facts of the case as an 
investigator. This just happened to be on my mind and when Mrs. 
St. George asked me the question, I felt it should be answered in 
executive session. 

Mr. Brownson. I see no charge in the report at all that this should 
be classified. 

Mr. Meaper. Do you think that this matter of relations with other 
sovereign countries is one that is within the purview and scope or 
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the responsibility of the Department of State and our Embassies 
abroad ? 

Mr. Horrnaver. Yes, sir; you are right. 

Mr. Meaper. I am surprised to have you ask us to go into executive 
session and give us your feelings about something that is really within 
the competence of the State Department. 

Mr. _ FNAUER. Yes, sir. 

Mr. Meaper. I should think that they would be more worried about 
anny adverse relationships with Thailand than the Emergency Pro 
curement Service and that you would take your guidance from them. 
They have give practically no evidence of be ng concerned about that 
and yet you are so seriously concerned about it and think it is such 


a serious matter that you do not want to discuss it in a public hearin 


before this committee. 

Is that all you had to tell us that vou wanted to go into executive 
session for? 

Mr. Horrnaver. Yes, sir. Maybe I was overcautious; I regret it. 

Mr. MPEADER. Was there anything else W hile we are in executlve ses- 
sion—anything else that you found out while you were there or that 
you know of otherwise—that you think this committee ought to know 
about which should not be a matter of public knowledge at this time ? 

Mr. Horrnaver. I do not believe so, sir. 

Mr. Meaper. For example, did you find that there were any interests 
in the proceeds of these contracts inuring to the benefit of officials of 
the Thai Government or their relatives ? 

Mr. Horrnaver. I have heard about that, sir, but I have no proof 
of that. That would be very, very dillicult to ivuuiianin. ir. 

Mr. Mraper. Did you get al yth ne that was, at least in the nat ire, 


) 


of a specific rumor in the course of your investi; pre along that line? 

Mr. Horrnaver. If I did, I put it in the report, 

Mr. Brownson. Did you get any information about this missing 
$2 per unit which was to be paid to certain persons by Captain 
Sarasas ¢ 

Mr. Horrnaver. No, sir, I saw that letter for the first time here. 

Mr. Brownson. You mean your investigation did not dig that up 
over there in Bangkok / 

Mr. Horrnaver. No, sir. 

Mr. Brownson. We will have to give the staff investigators a dec- 
oration for investigating a thing over here in Washington and turn- 
ing up information which was not uncovered in Bangkok. I think 
the »y dug up a little more information than you did in Bangkok. 

The things that concerns me about this whole thing—I agree with 
you that we are in a serious world position and I want to assure you 
that the relationships of the United States Government with foreign 
powers are not any more tenuous right now than the velationship of 
the Government with its own citizens. They are getting very, very 
disturbed about this continual dribbling away of defense money. 
They are getting so disturbed now that when you talk to citizens on 
the street about your agency, they say, “Well, what would you expect ? 
The Army, Navy, and GS. \ pour the money out as fast as they can.” 
That loss of confidence in our Government in my opinion is a more 
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serious threat from within than what a group of orientals may pos- 
sibly think from without if they get taken off their lollypop parade. 

Mr. Horrnavurer. That is very interesting. 

Mr. Brownson. That is the committee’s concern in this investiga- 
tion. 

I think we can close the executive hearing. 

Thank you very much, Mr. Hoffnauer. 

Mr. Horrnaver. Thank you, sir. 

(Thereupon the committee adjourned at 11 p. m., Monday, No- 
vember 30, 1953.) 























INVESTIGATION OF UNITED STATES GOVERNMENT 
CONTRACTS FOR THE PURCHASE OF TUNGSTEN IN 
THAILAND 


TUESDAY, DECEMBER 1, 1953 


Howser or RepresenTAtrives, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. ¢ 
The International Operations Subcommittee of the House Commit- 
tee on Government Operations met in room 1302, House Office Build- 
ing, at 9 a. m., Hon. Charles B. Brownson (chairman) presiding 

Mr. Brownson. The meeting of the International Operations ie 
committee of the House Committee on Government Operations will 
come to order. 

The first witness this morning will be Mr. William F. Spengler, 
Third Secretary, American Embassy, Thailand. 

At this time we will have the clerk call the roll. 

The Cierx. Congressman Brownson. 

Mr. Brownson. Here. 

The Cierx. Congressman Meader. 

Mr. Meaper. Here. 

The Cierx. Congressman Judd. 

(No response. ) 

The CLerK. Congresswoman St. George. 

Mrs. St. Grorar. Here. 

The Cuerx. Congressman Lantaff. 

Mr. Lantarr. Here. 

The Cierxk. Congressman Holtzman. 

(No response. ) 

The Cierx. Congressman Dodd. 

(No. Seen, ) 

Mr. Brownson. We will now proceed with the testimony of Mr. 
Spengler. 

Mr. Spengler, will you raise you right hand, please. 

Mr. Sprenater. Yes, sir. 

Mr. Brownson. Do you solemnly swear that the testimony you are 
about to give in this hearing will be the truth, the whole truth, and 
nothing but the truth, so help you God? 

Mr. Spenouer. I do. 

Mr. Brownson. Will you be seated, please and give your name, your 
ae position, and the date that you were assigned to the Thailand 


mbassy for the record ¢ 
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TESTIMONY OF WILLIAM F. SPENGLER, THIRD SECRETARY, 
AMERICAN EMBASSY, THAILAND 


Mr. Srencier. My name is William F. Spengler. I am a Foreign 
Service officer of the United States. I was assigned to Bangkok—and 
actually arrived there in Augus t 1951. 

Mr. Brownson. Will you give us a description of your duties as an 
officer at the Thailand Emb: assy ¢ 

Mr. Spencuer. I havea prepared statement, 


Mr. Brownson. Does that include your duties at the Embassy ? 
Ir. Spencurr. Yes, sir: it does. 


Mr. Brownson. Will you rea | your prepared statement, please ? 

Mr. Sreneier. Yes, sir. 

rom ae 1951 to November 1953 I served as third secretary and 
vice ce sul : t the nerican Embassy, Bangkok, Thailand, the last 
year as an economic officer in the economic and commercial section of 
he Bmbaaey, 

In the latter capacity I was 1 of 3 officers of the Embassy who 
learned independently and from different sources early in 1953 of 
alleged irregularities in the performance of United States Government 
contracts for the procurement of wolfram ore in Thailand. These 
contracts had been entered into by the General Services Administra- 
tion with suppliers of wolfram ore in Thailand and had been admin- 
istered, for the most part, by a special office of the Emergency Procure- 
ment Service in Bangkok. 

Upon comparing the reports which these officers, respectively, had 
‘eceived, the three above-mentioned officers, who included the eco- 
nomic counselor, Mr. How: rd I L.. Parsons, the economic assistant, Mr. 
Gabriel Ugarte, and myself, decided to perform a voluntary investiga- 
tion of the allegations with a view to reporting the matter to an appro- 
priate agency in Waslrington if warranted. Such action was deemed 
to be consistent with the Embassy’s function in the economic field. 
The Embassy considered its role in this matter to be primarily that of 
factfinder, ovine policy decisions and action to the appropriate 
agency in Washington. 

The results of the Embassy’s investigation indicated the necessity 
of reporting the matter to Washington. The report was forwarded 
under date of May 11,1953. At the request of this committee and with 
the approval of the Embassy and interested agencies in Washington, 
a ¢ opy of this May 11 report has been made available to the committee. 

ie Embassy’s May 11 report revealed that the three current GSA 
contracts with suppliers of wolfram ore in Thailand had been violated 
by the suppliers through the delivery to GSA of wolfram ore derived 
from sources other than the mining properties under contract, and that 
in the cases of at least two of the suppliers the contracts were currently 
being so violated. The reason for these violations appeared to be that 
the contract price was so much higher than the price of wolfram ore on 
the local market that it had became highly profitable for the suppliers 
to deliver to GSA ore which had been either purchased on the local 
market or procured from mining properties not under contract. The 
Embassy viewed this situation as a needless expenditure of United 
States Government funds. Furthermore, it was reported that this 
situation was adversely affecting free competition in the Thailand 
wolfram market by tending artificially to raise the local market price 
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of wolfram ore above the world market price, causing resentment 
against the United States Government on the part of local businessmen. 

On May 9 of this year the Bangkok EPS office was closed and re 
sponsibility for the administration of the GSA contracts was assigned 
tothe Embassy. In view of the information forwarded to Washington 
by the Embassy in its May 11 report, the Embassy proceeded cautious- 
ly in the administration of the contracts, requiring specific authoriza- 
tion from EPS headquarters in Washington for the acceptance of 
every delive ry of ore to GSA after that date. 

On Augus t 11 the contracts were sus pe nded pe ndi ing a thorough in 
vestigation of the situation by the Emergency Procurement Service. 
An official of EPS, Mr. Elmer Hoffnauer, arrived at Bangkok on 
September 5 to investigate the situation more fully, especi: ally to look 
into the charges reported by the Embassy in its M: Ly l1 re port. The 
Embassy cooperated fully with the EPS investigator, opening its 
files for his inspection and background information, offering him de 
tailed guidance on how he might develop document: uy evidence of 
contract violations from documents on file in offices of the Govern- 
ment of Thailand, and introducing him to key officials in the Gov- 
ernment of Thailand. On September 26, after 3 weeks of investi- 
gation in Bangkok, the EPS investigator returned to Tokyo. The 
Ambassador and other oflicers of the Embassy understood, from 
numerous conversations with the EPS investigator prior to his de- 
parture, that the latter had failed to develop evidence of contract 

violations to support the findings reported by the Embassy on May 11. 

The Embassy’s position on the entire situation had been from the 
start merely to introduce the problem or to leave the matter of 
substantiating the charges to the agency in Washington responsible 
for the contracts. Having gone this far ats the question, however, 
the Embassy now felt obliged to con iplete the investigation itself by 
developing for the responsible agency in Washington the necessary 
documentary evidence of the alleged contract violations. In 4 days 
of intensive effort in late September and early October the E mbassy 
succeeded with a minimum of difficulty in obtaining from official 
records of the Government of Thailand ample documentary evidence 
of the alleged contract violations. The evidence not only supported 
the conclusions to which the Embassy had come in its May 11 report, 
but revealed that the contract violations had been in most cases more 
flagrant than the Embassy had reported previously. The results of 
this second phase of investigation were re wonted to Washington in a 
communication dated October 8, 1953. A second report of the same 
date forwarded additional narrative information supplemental to the 
May 11 report. As in the case of the May 11 report, at the request 
of the committee and with the approv: al of the Emb assy and interested 
agencies in Washington, copies of these two October 8 re ports have 
been made available to the committee. 

On November 10 of this year I departed Bangkok on routine, 
periodic transfer to another post. As I happen to be in Washington 
on consultation at this time, I am pleased to be available to this 
committee as a witness on matters within my competence. I am 
acqui ainted by person: al exper ience with all the eenei ‘al phi ises of the 
three above-mentioned re ports and with most of the specific subjects 
and episodes reported therein, including the development by the 
Embassy of documentary evidence of the alleged contract violations. 
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I would be pleased to attempt to answer any questions which the 
committee may have drawn from the matters reported in the Embassy’s 
three communications. 

Mr. Brownson. Thank you, Mr. Spengler. 

At this point I will ask unanimous consent that we insert in the 
record the following exhibits: Embassy report of May 11, 1953, as 
exhibit 23; Embassy report of October 8, 1953, as exhibit 24; and 
the second Embassy report of October 8, 1953, as exhibit 25. 

(The exhibits are as follows:) 


EXHIBIT 23 


REPoRT FROM EMBASSY. BANGKOK TO WASHINGTON: Aw INVESTIGATION OF GSA 
LONG-TERM WOLFRAM PURCHASE CONTRACTS IN THAILAND 


May 11, 1953. 
INTRODUCTORY STATEMENT 


The Embassy became aware of the problem of United States Government 
procurement of wolfram ore in Thailand recently when information from several 
independent sources reflecting adversely on the procurement program converged 
almost simultaneously upon the economic and commercial section. The Embassy 
has investigated these reports. On May 9 the Bangkok office of the Emergency 
Procurement Service (EPS) of the General Services Administration (GSA), 
which has been responsible for the wolfram-procurement program in Thailand, 
closed and a portion of its files was left in the provisional custody of the Embassy. 
The Embassy has taken this opportunity to compare its statistical and narrative 
information with that contained in the EPS files. Because of the reports which 
the Embassy has received, and as a result of the conclusions which the Embassy 
has drawn after studying the files, the Embassy has felt obliged to report its 
findings. This report may be useful to the General Services Administration 
in formulating new policies and procedures with respect to the wolfram-pro- 
curement program in Thailand. The present time would appear to be propitious 
for evaluating and, possibly, reformulatine the policies and procedures of the 
wolfram-procurement program in Thailand, since a new agent to handle the 
eurrent contracts will soon be designated 


SUMMARY 


The United States Government through the Emergency Procurement Service 
(EPS) of the General Services Administration (GSA) has been purchasing 
wolfram ore (a source of tungsten) in Thailand under four contracts with 
alleged producers of wolfram ore in this country. Three of these contracts 
ure currently operative, two running until mid-1954 and the other until mid-1955, 
The total commitment of the Tnited States Government under the four contracts 
has amounted to about US$18 million. All contracts require that the wolfram 
ore delivered to GSA be the production of certain specified mines in Thailand, 
owned and operated for the most part by the contracting parties. According 
to evidence developed through investigation hy the economic and commercial 
section of the Embassy, all four contracts have been violated through the 
delivery to GSA of wolfram ore either acquired from mines not under contract 
or purchased on the open market. 

All three current contracts at the present time require reimbursement by 
GSA at a fixed price of USS865 per long-ton unit, more or less equivalent to the 
world market price for wolfram ore prevailing at the time the contracts were 
made. Since mid-1952, however, the world market price of wolfram ore has 
fallen drastically to a point where it is now around US$45 per long-ton unit. 
This situation naturally has created an incentive to supplement deliveries of 
ore to GSA with extracontract ore acquired cheaply from other producers or on 
the open market. Statistics reveal that deliveries of wolfram ore to EPS 
have in fact increased markedly in quantity as the price differential has in- 
ereased, although the production of the mining properties under contract has 
remained more or less the same. 

It is the Embassy’s understanding that the tungsten situation in the United 
States is no longer desperate and that for many months the United States has 
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not been in critical need of wolfram ore. If this is true, the GSA contracts with 
suppliers in Thailand might long ago have been amended to provide a more 
realistic delivery schedule, or might even have been canceled for noncompliance, 
saving the United States Government several million dollars. If on the other 
hand there has been and still is a continuing need for wolfram ore from Thailand, 
the contracts might have been rigidly enforced, or might in the future be so 
enforced, saving the Government hundreds of thousands of dollars. Additional 
quantities of wolfram ore might be purchased as needed from legitimate pro- 
ducers or on the open market in Thafland at comparatively low world market 
prices. at the same time, loss of American prestige among members of the local 
business community and resentment over the unfavorable effect of the pro- 
curement program on the local wolfram market might be averted. 


I. BACKGROUND INFORMATION ON THE WOLFRAM SITUATION IN THAILAND AND UNITED 
STATES GOVERN MENT PROCUREMENT OF WOLFRAM ORE IN THAILAND 


A. The GSA contracts for the procurement of wolfram in Thailand 

GSA, through its procurement agency EPS, has concluded four contracts with 
suppliers of wolfram ore in Thailand. Three of the contracts are currently 
operative; the fourth was completed in one shipment. These contracts are: 

Mae Lama Mining Co. Contract.—Contract No. GS-OOP 474 (SCM) was con- 
cluded on January 19, 1951, with the Mae Lama Mining Co. of Chiengmai, Thai 
land. It was negotiated by the Reconstruction Finance Corporation representa- 
tive in Thailand acting as agent for EPS. The contract provided for the pro- 
curement of the entire production of the Mae Lama mines, between a minimum of 
360 long tons of ore assaying at least 65 percent tungsten trioxide and a maximum 
of 2,000 long tons of the same (approximately 150,000 long ton units), to be 
supplied between May 1, 1951, and April 30, 1954, and to be purchased at $65 
per long ton unit. The total maximum commitment of the United States Govern- 
ment under this contract was approximately $9,750,000. 

On March 17, 1953, this contract was amended to reduce the maximum amount 
of wolfram ore to be supplied under the contract from 2,000 long tons to 1,306 
long tons, with a maximum commitment by the United States Government of 
approximately $6,366,750. At the same time the performance schedule was 
amended to require a minimum delivery of 150 long tons and a maximum delivery 
of 180 long tons per quarter. All other terms remained the same. 

Through April 18, 1953, the Mae Lama Mining Co. had delivered 551.445 long 
tons of wolfram ore averaging 71.25 percent wolfram content, at a total cost to 
the United States Government of $2,553,879.65. 

Yip In Tsoi contract.—Contract No. GS-OOP(D)12222 was concluded on 
March 21, 1952, with Yip In Tsoi & Co., Ltd., of Bangkok. The then newly ar- 
rived special EPS representative in Bangkok negotiated the contract. It pro- 
vided for the procurement of 1,420 long tons (approximately 92,300 long-ton 
units) of 65 percent wolfram ore from the production of 5 specified mines in 
southern Thailand. The contract contained an increasing delivery schedule 
and a decreasing price schedule: During the first year approximately 320 long 
tons of ore were to be delivered at a price of $65 per long-ton unit, during the 
second year a maximum of 500 long tons at $63 per long-ton unit, and during the 
third year a maximum of 600 long tons at $60 per long-ton unit. Deliveries 
were to commence on July 15, 1952, and be completed by June 30, 1955. The total 
maximum commitment of the United States Government under this contract is 
approximately $5,739,500. 

Through March 25, 1953, Yip In Tsoi & Co. had delivered 210.8931 long tons of 
wolfram ore averaging 75.2 percent wolfram content, at a total cost to the 
United States Government of $1,032,311.87. 

U-Tong Thai Co. contract.—Contract No. GS-OOP(D)12252 was concluded on 
May 23, 1952, with the U-Tong Thai Co., Ltd., of Bangkok. It was also negoti- 
ated by the EPS representative in Bangkok. It provided for the procurement 
of 300 long tons (approximately 19,500 long-ton units) of 65 percent wolfram 
ore from the production of 1 specified mine allegedly in south Thailand and 
of other unspecified mines in 2 districts of south Thailand. The contract is 
operative for 2 years, from June 1, 1952, through May 31, 1954. One hundred 
fifty long tons are to be supplied during the first year at $65 per long-ton unit, 
and 150 the second year at $68. The total maximum commitment of the United 
States Government under this contract is approximately $1,248,000, 
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Through March 17, 1953, the U-Tong Thai Co. had delivered 109.404 long tons 
of wolfram ore averaging 69.8 percent wolfram content, at a total cost to the 
United States Government of $496,365.65. 

Pradit Trade & Industry Co. contract Contract No. GS-OOP(D) 12221 was 
concluded on March 24, 1952, with the Pradit Trade & Industry Co., Ltd., 
of Bangkok. It was negotiated by the local EPS representative. The contract 
called for 45 long tons of 65 percent wolfram ore (2,925 long-ton units). The 
contract was actually completed in 1 delivery of 29.96752 long tons of ore on or 
about August 28, 1952, at a total cost to the United States Government of $135,- 
(40.65. The reason for its having been completed short (by over 15 long tons) of 
the contract figure is not known. 

Kkach contract consisted of GSA Form 58, September 1950, entitled “General 
Services Administration, General Terms,” and GSA Form 58a, August 1950, en- 
titled “General Conditions for Strategic and Critical Materials and Services 
Contract,” as well as of several pages of ‘Special Articles, Terms, Conditions, 
and Specifications.”” The most significant of the general conditions for purposes 
of this report are: 


“6. Oral modifications.—No oral statement of any person shall be allowed 
in any manner to modify or otherwise affect the terms of the offer, specifi- 
cations, or contract 

“12. Force majeure.—(a) Except as hereinafter provided in subparagraph 
(b) of this article, in the event the contractor refuses or fails to make de- 
liveries of material conforming to the specifications as defined in the con- 
tract within the time specified or any extension thereof, or to perform faith- 
fully any conditions of the contract, the contracting officer, without preju- 
dice to other rights resulting from breach of the contract conditions, may, by 
written notice, terminate the right of the contractor to proceed with any or 
all remaining deliveries under the contract. 

“(b) ...” (Force majeure statement. ) 


The most significant of the special articles are the ones pertaining to quantities 
and sources of ore to be supplied under the various contracts, and the delivery 
schedules under which deliveries are to be made. They are quoted at the be- 
ginning of subsequent sections of this report dealing in detail with the various 
contracts. 


PB. Statistics on production and ¢ rport of wolfram ore 


The production of wolfram ore in Thailand for the years 1948—52 is indicated 
in the table below. The figures represent the amounts of ore certified by pro- 
vincial mining officers to be the production of mines in their provinces. 

Statistics on the export of wolfram ore from Thailand are also provided below. 
They reveal that the United States has been in recent year the chief buyer of 
Thai wolfram ore, especially since GSA instituted procurement of ore for the 
stockpile of the United States Government. 


TABLE J—1 Production and export of Thailand wolfram ore (1948-52, in long 
tons) 
xport to EPS 
‘ I } t p 
Year : ted Stat purcha 
1948 14 361 
10. 7 a 529 
39 S32 72. 1 
1. 601 1, 20 944 537. 63 
M 4 
\ 


C. Fluctuations in the open-market price of wolfram ore 


lhe price of wolfram ore on the open market in Thailand has fluctuated widely 
during the past 214 years, as the statistics in table I-2 reveal. In general these 
figures show that the price of wolfram ore, maintained at a high level during 
1951, began to fall drastically in the spring of 1952 and has remained at a 
relatively low level since mid-1952. Two sets of statistics are listed below. 
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The first represents the average monthly price of wolfram ore on the Thai market 
in terms of Thai baht per picul (133.34 pounds). The second represents the 
price, in terms of United States dollars per long-ton unit, of actual transactions 
made by a prominent local exporter, formerly the leader in the exportation of 
Thai wolfram ore. The latter statistics reveal that, from a high of about $67.75 
early in 1952, the price of wolfram ore per long-ton unit declined through a low 
of about $55.60 late in 1952 to a present low of about $45. All four GSA contracts 
with suppliers in Thailand, signed prior to the decline in the price of wolfram 
ore, provided in the beginning for payment at a price of $65 per long-ton unit. 
It will be readily seen that under present circumstances it would be highly 
profitable for a supplier to purchase ore on the open market at relatively low cost 


and to deliver it under a GSA contract at the relatively high contract price. 
It should be noted, by way of definition, that the term “long-ton unit” as used 
in the GSA contracts refers to the wolfram content of wolframite, otherwise 


known as tungsten trioxide (WQO,). One ton of 
would be said to include one long-ton unit of wolfram ore. 


ore containing 1 percent WOs 
Most Thai wolfram 


ore assays at least 65 percent WO Therefore, the GSA contracts called for 
ore that included at least 65 long-ton units per ton. The price to be paid by 
GSA for the ore was quoted in terms of long-ton units to permit greater 
remuneration for ore assaying higher than the minimum requirement under 


the contract. 


TABLE I-2.—Price of wolfram ore in Bangkok, 1951-538 


Open-market price? Price of actual transactions * 
(bahts per picul, | (dollars per long-ton unit, 
exwarehouse ) f. 0. b. vessel Thai port) 


1951—April eee ee 
May--_-_- Sle alee 4, 600 
June__ _..._ 4,800 | 
> m— ¢ 
ce é TT 5 roe (First GSA contract with a supplier in 
September _. a ee 5. 400 | rhailand began during April 1951.) 
October ee en 5, 600 
November “ . 5,800 
December_.- : . 5,800) 
1952—January eeence------. 5, 445 | 1952—Jan. 18 ial $67. 50 
February eS ey Jan, 28__ : nist: 
March _- : cece - Sent OP IB ss concn scapula, |. MMC 
RO __ 4,600 NS A nineties shdctaeitnsisinee en ae 
May ees . 4,345 April - _ * 67.00 
June ~ __ 4,000 May 29 —— 
July __ 38,980 | June 7... Se 
August ; _. 38,800 July TEI 
September_ . 8,800 Aug. 4... we Ff 
October aoe | Sept. ne uirtistiaandia 60. 50 
November . 8,750 | Sept. 30__- os sic earte 
December 3, 500 | Nn ecole . *58. 25 
Nov. 20 = Sa 
By Se niece 58. 20 
| Dee. 31 t neni 
1953—Jamuary _.________-_-_-__ 8; 100 | 1953—Jan. 8 acta nei ian te 
February_____- .. 2,950 | Jan. 26_ saciglaamtes Tacomas 
Mareh —— Feb, 28 ae 
April ‘ ~ a ta Mar. 3-- Rade ——_ 
April _ * 44.90 
1 Sources: Ministry of Commerce, Department of Commercial Intelligence; Daily Trade 


News ; commercial sources. 
2Source: Sales records of a leading local commercial exporter 
3 Estimated. 


D. Procedure of the Thai Government in documenting wolfram ore 


Prior to the removal of ore from a Thai mine, the mine operator must submit 
to the provincial mining officer an application to pay the royalty and to obtain 
a certificate to transport the ore from the mine. The application blank in- 
cludes such information as the number of the mining lease, name of the district 
and province, quantity of ore to be removed, and whether the ore is to be ex- 
ported by the applicant or to be sold in Thailand. 

Upon payment of the royalty the mine operator is issued a royalty receipt 
which lists the type of ore, quantity, rate of royalty, whether the ore is for 
export or domestic sale, and the type of transit permit issued. 
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If the ore is to be exported by the producer, an export permit is issued 
Simultaneous to the issuance of the royalty receipt. The export permit allows 
the free movement of the ore across Thailand and the export of the ore from 
the designated port. This permit lists mine lease and royalty receipt numbers, 
name of the permit holder, quantity of ore and amount of royalty paid. 

When the ore is to be sold in Thailand a transit permit executed by the mine 
operator accompanies the ore when it is being transported. This form certifies 
that the ore has originated in a certain mine. The lease number, and the province 
and district in which the mine is located are also listed in the document. 

At the time of domestic sale, the royalty receipt is surrendered to the buyer 
and ultimate exporter. The latter must then obtain an export permit from the 
mines department in Bangkok. 

The export permit, issued either by the provincial mines officer or by the mines 
department in Bangkok, is surrendered to the department of customs along 
with the royalty receipt at the time of actual export. 

After the ore has been shipped and the necessary shipping documents and 
survey analysis certificates have been presented to the EPS representative for 
approval and partial payment, the supplier surrenders a certificate of origin 
signed by the director general of the mines department or whomever may be in 
charge during the director general’s absence. This document certifies that the 
ore shipped under a particular GSA contract is from the production of mines 
bearing certain specified lease numbers. The location of the mines is also listed 
by provinces on this document. Certification is also made that the ore is of 
Thailand origin. The original copy of the certificate is forwarded to ERS/Tokyo. 


E. Comments on EPS policy with respect to the procurement of wolfram ore in 
Thailand 


The Embassy has not had access to statements of EPS policy on the procure- 
ment of wolfram concentrates for its stockpiling program nor to the general 
instructions under which the EPS office in Bangkok has been operating. The 
Embassy was not fully informed on the EPS operation during its period of 
activity here, and now that the EPS office has been closed it appears that much 
of its correspondence has not heen left for the Embassy’s reference. However, 
from observation of the local EPS wolfram procurement program and from a 
persual of the correspondence which EPS/Bangkok has left in the Embassy’s 
care, the Embassy has been able to make the following general observations: 

It is understood that the United States Government through EPS originally 
was willing to commit itself to a long-range wolfram procurement program in 
Thailand in order to be assured of a sustained and sizable flow of wolfram 
concentrates into the American stockpile. It is believed to have been the inten- 
tion of EPS to make contracts with producers rather than with traders in order 
to stimulate the development of mining properties in Thailand from which a 
large and stead supply of wolfram concentrates could be assured. Therefore, 
contracts were drawn specifying that deliveries were to be made from the 
production of certain mines in Thailand in regular amounts between certain 
minimum and maximum limits. 

Efforts by EPS to procure wolfram in Thailand were initiated early in 1951 
at a time when the United States was in critical need of wolfram concentrates 
for its stockpiling program. It is apparent that EPS was motivated by a desire 
to obtain maximum amounts of wolfram ore from Thailand at a fixed price 
consistent with the market price prevailing at the time without insisting on strict 
compliance with the terms of the contracts. This is revealed by the alacrity 
with which a contract was negotiated with the Mae Lama Mining Co. in February 
1951 and another with the Thai Wah Trading Co. of Bangkok in March and 
April 1951, both on terms considered favorable to the suppliers; the latter con- 
tract was never concluded. It is further revealed by the fact that EPS declined 
to cancel the Mae Lama Mining Co. contract in May 1951 when it had an oppor- 
tunity to do so upon the failure of the supplier to make its first delivery in the 
time required. Furthermore, EPS declined to cancel the Mae Lama contract 
during the first year of activity despite the fact that the Mae Lama Mining Co. 
failed te meet its minimum obligation to supply at least 10 long tons of wolfram 
ore per month 

Additional evidence of EPS emphasis upon maximum procurement of wolfram 
ore in Thailand is the fact that in January 1952 EPS opened its own office in 
sangkok with two full-time employees, an officer and a secretary. Before the 
opening of this office the Commissioner of EPS in Washington addressed a letter 
dated December 17, 1951, to the RFC representative in Bangkok, who had been 
acting as special agent for EPS, urging hiin to counsel with the new EPS repre- 
sentative “so that maximum tonnages are acquired by him.” 
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The policy of maximum purchases apparently continued for a few months 
after the establishment in Bangkok of the EPS oflice, because two more long 
runge contracts (Yip In Tsei and U-Tong Thai) and one short-range contract 
(Pradit Trade & Industry) were concluded, and a number of offers for spot 
purchases were referred to the EPS regional office in Tokyo for reference to 
Washington 

Suddenly, in May 1952, the Tokyo office notified EPS/Bangkok that an offer 
had been rejected by HPS/Washington without explanation. Clarification came 
in a telegram in June 1952 stating that there was no current purchase require 
ment for wolfram ore by the United States Government. The Embassy assumes 
this to have meant that the wolfram situation was no longer desperate and 
that current commitments, e., legitimate future production of mines unde1 
contract, would satisfy the requirements of the United States Government 

At this point EPS could be expected to have settled on a policy of policing 
and enforcing its three contracts in Thailand in order to insure strict com 
pliance by the Thai suppliers. Various instructions from EPS/Washington and 
EPS/Tokyo to the local EPS office evince such a change in policy, e. g., to report 
any open market purchases or other deviations by contractees, to review existing 
contracts With a view to amending them downward to bring about a more realistic 
delivery schedule and to release United States Government funds for other 
purposes. Such enforcement failed to materialize, as the ensuing narrative on 
each of the contracts clearly demonstrates. Under one contract over 50 percent 
of the deliveries up to January 1, 1953, consisted of ore purchased on the open 
market. Under another contract approximately two-thirds of the ore delivered 
to EPS has come from sources other than the mines under contract; the situation 
under this contract continues at the present time and the percentage of extra- 
contract ore is continually increasing. Under the third contract it appears that 
all the ore derives from the production of a syndicate organized for the most 
part after the contract was negotiated and greatly expanded after the open 
market price of wolfram ore declined drastically ; much of this ore can only be 
coming at present from provinces other than the ones specified by the contract, 
some of the ore possibly originating in a Burmese mine which is fallaciously 
named in the contract as a Siamese mine. 

Although the Embassy has obtained corroborating statistics and other infor- 
mation without difficulty from the Mines Department and from commercial 
sources, there is no evidence that EPS/Bangkok obtained similar information in 
the past which would have permitted effective enforcement of the GSA contracts 
And there is no evidence that EPS/Bangkok reported to Tokyo or Washington 
information on violations of the contracts or information on general compliance 
which it is reasonable to expect the Bangkok EPS office, as the leading buyer of 
wolfram concentrates in this market, to have obtained. There is, on the con- 
trary, some evidence that the EPS representative in Bangkok advised local sup- 
pliers to purchase ore in the open market for delivery to EPS. The Bangkok 
EPS office may, therefore, have been responsible to a degree for the development, 
or at least the continuation, of this situation 


It, MAE LAMA MINING ©O. CONTRACT 


“The quantity of tungsten concentrates which shall be delivered under the con- 
tract shall be approximately 2,000 long tons, containing an estimated total of 
150,000 long ton units of tungsten trioxide all from the production of the 
Mae Lama mines; or such smaller quantity as shall constitute the total pro 
duction of the Mae Lama mines for the period from April 1, 1951, to March 31 
1954, less the amount required as rent in kind by the Royal Thai Department 
of Mines * * * 

“Delivery schedule: Not less than 10 long tons per month starting not later 
than May 1, 1951.” (Art. I and IV, special articles, GSA wolfram contract 
GS—OOP-474 (SCM) with the Mae Lama Mining Co.) 


A. Descriptive information on the Mae Lama mines and the Mae Lama Mining Co. 
The Mae Lama mines are located near the bend of the Menam Yuam River 


97°55’ E. long.; 17°52’ N. lat.) in Amphur Me Sarieng, Changwat Mehongsom, 
in northwestern Thailand, 20 kilometers from the Burma border and 140 kilo 
meters from the famous Mawahi mines of Burma. The Mae Lama lode, running 
about 460 meters, is the principal lode of the Me Sarieng tungsten district which 
is 1 of the 2 largest producing districts in Thailand. Wolframite was discovered 
there about 1940. During World War II local people and Burmese mined a con 
siderable amount of ore from the Mae Lama lode, but organized development did 
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not begin until mid-i948 when a group of Chiengmai residents obtained a mining 
lease from the Mines Department of the Thai Government 

During the first 18 months of organized development about 450 metric tons of 
wolfram ore, assaying about 65 percent wolfram) were mined in the Me Sarieng 
district, of Which 83 percent came from the Mae Lama lode. This would amount 
to about 373.5 metric tons from the Mae Lama mines, or an average of 20.75 
metric tons per month. Most of the production of Mae Lama comes from col- 
luvium and outcropping veins which are mined to an average depth of 5 meters. 
Some crosscuts have been driven as much as 30 meters into the veins. Mine 
laborers drill, crush, and pan the ore for the most part by hand and sell it to the 
lessee ; the cost of production was about two-fifths of the market price prevailing 
in 1950. The ore is transported at great expense by river and jungle trail to 
Me Sarieng, then usually by air to Chiengmai, and finally by rail to Bangkok. 
(Source: Geological Reconnaissance of the Mineral Deposits of Thailand, U. 8. 
Department of Interior Geok al Survey Bulletin 984, GPO, 1951, pp. 97-105.) 

A reliable local businessman in the tin and wolfram business has informed the 
Embassy that the Mae Lama mines consists of 1 mining property of approximately 
100 rai (40 acres) which the Mae Lama Mining Co. subleased from the Thai 
Mines Department several years ago. Rent is paid in kind; the rate was 15 
percent in the beginning but has been reduced and is believed to have been 5 
percent for the past year. This informant has declared that the most accessible 
ore in the Mae Lama mines has been extracted and that the property is nearing 
exhaustion. 

The Embassy believes there has been little capital improvement at the Mae 
Lama mines, including the installation of heavy equipment, even during the 











course of the GSA contract The Mae Lama Mining Co. claims, however, to 
have invested over Baht 6,000,000 in machinery for the Mae Lama mines since 
the GSA contract was signed. As no United States Government employee, in- 


cluding the local EPS representative, has visited the mines since the signing of 
the contract 2 years ago, the extent to which the mines have been improved 
would be difficult to substantiate at this time. 

The Mae Lama Mining Co. is a partnership in which the most active partner, 
although not the largest shareholder, is Suchart Sucharitkul, managing di- 
rector of the company and a resident of Chiengmai. The largest shareholder is 
Rasmi Chandravirochma, a resident of Lampang. Another Chiengmai resident 
helieved to be active in the firm is Suchit Keurwongse. Siam Factors Co. (1951), 
Ltd., of Bangkok, whose managing director is M. C. (Prince) Rajani, has until 
recently acted as forwarding agent for all Mae Lama Mining Co. ore; in May 
1953 the Mae Lama Mining Co. switched to the Thamrong Co. of Bangkok as for- 
warding agent 


KB. Statistical information on the Mae Lama mines 


Tarte Il-1.—Production of Mae Lama mines compared with GSA purchases 








[In long tons] 
ce GSA pur- +} | Produec- GSA pur- 
Mor hases 3 Mont! | tion ! | aoa 2 
195 1952—Continued | 
April 10.13 July 7.79 
May 16. 3 1, 98 August 7.66 | 
Jur 13. 36 September_. 11.18 | 33. 01 
15. 28 October 10. 59 | 40. 24 
1 16.11 1). 95 November 8.00 57.15 
nber 9.99 December 16. 96 | 71. 88 
9. 87 11.06 ———. 
November 8. 27 30.14 Subtotal 1952 128. 00 273. 52 
De nber 6. 35 
1953 
Subtotal 1951 105. 66 72. 13 January 14. 76 
February 19. 69 94. 38 
N52 March... 20. 07 49. 53 
January 9.92 10. 05 April 420.00 95. 17 
February 6. 35 9. 33 — —— —— 
March 17. 39 9. 47 Subtotal 1953 74. 52 239. 08 
April 8. 22 10. 61 
May 12. 60 Grand total 308. 18 584. 73 
June 11. 34 31. 78 


1Thai Mines Department figures 
2 Emergency Procurement Service figures. 
3 See table II 


4 Estimate 


RI Geer 
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TaBLe II-2—Comparison of production and sales to GSA before and after decline 


in open market price of wotjraim 


1 
\ 
April 1951 through May 19 0.14 ) 
June 1952 t haA | 15. 04 i 4 
iB Il 
x . Ir t , market volfra ‘ ently below the GSA contract 
pri 65 1 tol 


C. Facts and opinions on performance under the Mae Lama Mining Co., contract 


The statistics in section B demonstrate more lucidly than any narrative could 
the inequity of the Mae Lama Mining Co.’s performance under its contract 
They also reveal the advantage which the company has taken of the United 
States Government in selling to it low-priced extra-contract wolfram ore at high 
contract prices 

It is evident that during the first 14 months of the contract (April 1951 through 
May 1952), when the world market price of wolfram ore was in excess of the 
contract price of 865 per long-ton unit, the Mae Lama Mining Co. delivered only 
enough ore to keep the contract alive. Its deliveries were, in fact, below the 
minimum of 10 tons per month required by the contract, but GSA declined to 
cancel the contract in the expectation that deliveries would increase in the 
future. The monthly average of deliveries during the period preceding the 
decline in the world market price was as follows: 


April 1951 through May 1952 (14 months) : 


EROTIGOPIOE. ORE | COB nccwdemsicimamun ae uiaiihaitacieaaaiectinl 111.59 
Monthly average__ , seas tin a all acai lactate dada ven dicadceadngae 1.97 


Even with the comparatively large delivery in June 1952, which probably in 
cluded May 1952 production, the minimum monthly average did not reach the 
contract requirement : 


April 1951 through June 1952 (15 months) : 
DSU TONIEG, IGN TOD6 .ccdcneedsnnsenncnn a si i dates onsatia . 148. 37 


Monthly average ‘ —— ; soe ania ; 9. 56 


And all during this time, according to the official statistics of the Thai Mines 
Department, the Mae Lama mines were producing ore somewhat in excess of the 
aforementioned deliveries : 


In lo to 
| Production Deliveries Excess 
— ccs 
April 1951 through May 1952 | 160. 14 | 111. 59 48. 55 
April 1951 through June 1952 171. 48 143. 37 | 28 11 


Some of this excess ore was delivered, no doubt, to the Mines Department as 
rent in kind, but that factor would at the most account for one-half of the excess 
ore. If the company had been observing the contract conscientiously it should 
have delivered the remainder of this excess to GSA in order at least to have met 
the minimum requirement under the contract. 

Beginning in June 1952 deliveries began to increase markedly despite the fact 
that the production of the Mae Lama mines, according to the official statistics, 
remained about the same, at a relatively low level. Before long, deliveries were 
exceeding by several times the recorded production of the Mae Lama mines, For 
vivid illustration of this point, see graph II-1 attached as enclosure 1. The total 
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production compared with deliveries during the 11 months following May 1952 


reveals the striking discrepancy as follows: 





{I lo tons 
Productior Deliveries 
| = 
Tune 1952 thr mnths 148. 04 473.14 
ame pe 13. 46 43.01 
| — 
Obviously the Mae Lama Mining Co. has since mid-1952 been procuring large 


amounts of Wolfram ore from sources other than its own Mae Lama Mines and 
has been delivering it to GSA in clear violation of its contract, as quoted above. 
Inasmuch as deliveries under the contract began to increase in this manner 
almost immediately following the decline of the world market price below the 
Mae Lama contract price of $65 per long ton unit, the implication is clear that 
the company has been taking advantage of the United States Government by 
selling low-cost extra-contract wolfram ore to GSA at high contract prices. 
Furthermore, deliveries have increased in quantity as the price differential has 
increased. At the present time GSA is purchasing wolfram ore from the Mae 
Lama Mining Co. at a rate very close to the maximum allowable under the con- 
tract as amended, namely, 60 long tons per month. All this allegedly from 
mining properties which, according to the official statistics, are not producing 
one-third that amount of ore. In fact, since the beginning of 1953 the Mae Lama 
Mining Co.’s deliveries to GSA alleged to be the production of the Mae Lama 
Mines, have exceeded even the entire production of the province in which the 
mines are located, according to the official statistics of the Mines Department, 
despite the fact that the company is only one of many producers in the province 
(although the largest single producer) : 


[In long tons] 


| 2p Production of | 
Mehongsorm Nae as 

| Province (Mines nea 
| Department — 
figures) 

nied : : = : secs —| sealant iad ata a on 

January 1953 a ‘ 44. 78 None 

February 1953 > 33. 23 94. 38 

March 1953.. 53. 12 49. 53 

April 1953_-.- oe (: 95.17 


1 Not available 


This indicates that the acquisitions by the Mae Lama Mining Co. of ore other 
than “the production of the Mae Lama Mines” for inclusion in its deliveries to 
GSA are not limited to the production of neighboring mines but rather include ore 
mined in other parts of Thailand 

The Embassy has obtained some narrative information and some opinions bear- 
ing on the performance of the Mae Lama Mining Co. under its GSA contract. 
Such reports are useful in understanding the company’s operations and in inter- 
preting the aforementioned statistics. 

A reliable local businessman has informed officers of the Bmbassy that during 

the first years of organized production after 1948 the Mae Lama Mines were pro- 
ducing up to 30 long tons of wolfram ore per month, but that in recent months 
the rate of production has been decreasing to a point where present production 
is between 5 and 10 tons per month. According to the informant the company has 
failed to develop the mine with capital improvements through the years, and has 
been content to exploit the more accessible ore with primitive methods. The 
company has supplemented its deliveries to GSA with ore from other sources, 
namely, ore from other mining companies in Thailand in which the Mae Lama 
Mining (‘o. may have an interest or with which the company may have a market- 
ng agreement. The same informant declared that the Mae Lama Mining Co. has 
accepted “stock interest” in other mining companies in Thailand in an effort to 
draw a mantle of legality over ore obtained from these sources and delivered to 
GSA under its contract. 

The existence of this modus operandi is admitted by the Mae Lama Mining Co. 
itself in correspondence with the Bangkok EPS Office. In a letter dated July 12, 
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1952, to EPS/Bangkok the chairman of the Mae Lama Mining Co. referred to “our 
new lease on the opposite bank of the river.’ In a letter dated November 21, 1952, 
the managing director of Siam Factors, the Mae Lama Mining Co. representative 
at Bangkok, provided EPS/Bangkok with a list of 5 mines department leases in 
what he called the Mae Lama group and with an additional list of 6 leases in 
which “Mae Lama also holds shares.” He indicated that the Mae Lama Mining 
Co. was supplying ore to GSA under all these leases; subsequent certificates of 
origin issued by the Director General of the mines department covering 12 Mae 
Lama deliveries since December 30, 1952, have verified this fact by naming all 
11 leases as origin of the ore. The Embassy has checked all 11 leases with the 
mines department which has identified them as follows: 


> hie 
vince In whi 
Lease No Lessee Province i ch 
mine is located 


8400/6265 Mae Lama Mining Co. (the Mae Lama Mines Mehongsorn 
8402/6285 Nai Tat Sirirashana Do 
8404/6339 | Nang Kanda Koravanna | Do 
8413/6286 Nang Lammua! Chavachat ’ P ] Do 
8413/6378 | Nai Vichitr Chavachat Lx 
2095/5800 | Nai Jamras Noklek Kanburi 
2906/5801 a .-| Nai Chamras and Friends Co nonmawednaegadtan Do 
297/5797 ae ......| Nai Chat Manob ‘ . 2 : ‘ Do. 
298/5798 Raueeedeeeedseee Prachuab Dee Co Do 
310/6085 Ha Klae Tavipol Co Do 
311/6084 do . Do, 


Not only are 10 of the 11 leases in names other than the Mae Lama Mining 
(‘o., but 6 of the 11 are not even in the same Province as the Mae Lama mines, 
being rather in a Province in western Thailand. 

In a letter directed to GSA-Washington dated January 15, 1953, the managing 
director of the Mae Lama Mining Co. alleged that the company made its contract 
with GSA in 1951 “not based on our position at that moment” and not only 
in consideration of the production of the Mae Lama mines, but also considering 
“several mines in which we held major interests.’ (Comments: if the Mae 
Lama Mining Co. intended to supply ore from mines other than the Mae Lama 
mines it should have recorded that fact in its original contract. If it was 
the company’s understanding that such ore could be delivered to GSA under the 
contract, the company should have supplied some of it in the early stages of 
performance in order to meet its minimum requirements instead of waiting 
until the open-market price of wolfram ore fell below the contract price.) 
There is no evidence to date to substantiate the allegation that the Mae Lama 
Mining Co. holds a “major interest” in any of the above-mentioned leases. 
In the same January 1953 letter the managing director enlarged the allegation 
by declaring that the Mae Lama Mining Co. actually had invested money in 
“at least 20” such additional mining properties. (Comment: In view of these 
open admissions by Mae Lama Mining Co. officials, it is difficult to understand 
why EPS-Bangkok did not call the attention of EPS-Washinghon to them, and 
why the contract was neither amended accordingly or canceled for noncom- 
pliance, especially since the manager of EPS-Tokyo pointed out in a July 24, 
1952, letter to EPS-Bangkok that the delivery of ore to GSA under the Mae 
Lama Mining Co. contract from sources other than the Mae Lama mines would 
have to be considered a violation of article 1, special articles of that contract.) 

The modus operandi of the Mae Lama Mining Co., therefore, appears clear. 
With the decline in the open-market price of woltram ore the company acquired, 
either by stock purchase or by other means, sufficient interest in numerous 
other mining companies to provide it with enough ore to make deliveries to 
EPS at the maximum level. It justified its actions by construing the contract 
phrase “the Mae Lama mines” to include any mining property which it owned 
or in which it had an interest at the time the contract was made, as well as 
mining properties which it acquired or in which it acquired an interest, however 
small, subsequent to signing the contract. It is believed that such a definition, 
and the acquiescence of EPS in it, has been overly charitable. In the opinion 
of the Embassy, “the Mae Lama mines,” as appearing in the contract, ought 
to be construed as the mining property known by that name, situated at the 
bend of the Menam Yuam, and in roughly the same proportions as at the time 
the GSA contract was made, including, however, any adjacent properties which 
it is reasonable to assume the Mae Lama Mining Co. intended to acquire and 
develop during the course of the contract. 
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return to additional narrative comments on the performance of the Mae 
Mining Co., another informant, well acquainted personally with the 





situation at the Mae Lama mines, has declared to an officer of the Embassy 
hat the Mae Lama mines are producing about 5 tons of ore per month and that 
an additional 5 or more tons are obtained from Burma and registered as 
Mae Lama ore. 

An oflicer of the Mines Department recently informed an officer of the Embassy 
that the Mae Lama mines are producing a maximum of 14 tons of wolfram ore 


per month. He stated that, if anything, production is decreasing because the 
soft, surface ore beds have been exhausted, necessitating the extraction of ore 
the underlying rock, a difficult and expensive undertaking. He added that 
inlikely that there is mu hea mining equipment in use at Mae Lama 
inasmuch as the short-term sublease system for such mining properties has 


iscouraged capital improvements such as the installation of expensive, perma- 
nent mechanical equipment 

Finally, in a conversation with an officer of the Embassy, an executive of 
Siam Faetors (1951), Ltd., admitted recently that some of the ore which his 
company, as forwarding agent for the Mae Lama Mining Co., was delivering to 
GSA had been purchased on the open market in Thailand 


D. Summary of conclusions with respect to performance under Mae Lama Mining 
('¢ contract 


The Embassy has arrived at the following conclusions as a result of its 

investigation of performance under the Mae Lama Mining Co. contract: 
While the open-market price of wolfram ore was higher than the ¢ 

mtract price, the company failed to deliver its entire production to ¢ 
as required by the contract, and failed even to meet the minimum requirement 
of 10 long tons per month However, when the open-market price of wolfram 
ore fell permanently below the GSA contract price, making it highly profitable 
for a contracting company to supplement its deliveries to GSA with extracontract 
ore, the Mae Lama Mining Co. organized a syndicate to do just that in clear 
violation of its GSA contract Ah the present time the Mae Lama Mining Co. 
is making monthly deliveries of wolfram ore to GSA in amounts in excess 
of three times the actual production of the mines under contract 
» The Mae Lama Mining Co. has succeeded since mid—1952 in making huge 
profits at the expense of the United States Government by selling to GSA at 
high contract prices wolfram ore which it has obtained cheaply from other 
sources An accurate computation of this cannot be made at the present time, 
but a reasonable estimate can be made by comparing the official production 
statistics on the Mae Lama mines with the statistics on deliveries to GSA and 
by computing the cost of the excess deliveries at the open-market price of wolfram 
ore during the period in question: 


TaBLe II1-3.—LPstimate of excess profit by Mae Lama Mining Co. and excess cost 
to U. S. Government 


Excess profit, 












FE. xcess 
. Ope Mz ams 
Tir r deliveries | Price paid 7 wen Lame 
ne period ; . c market Co; excess 
in long by EPS? } 
we : price 3 cost, U.S 
Government 
982 production: May-June purchast 10. 9 $50. 758. 50 $49, 002. 50 $1, 756. 00 
1952 production; July-September 
6. 22 28 806. 38 26, 612. 64 2, 193. 74 
September 1952 production; October purchase 29. 0 134, 584. 13 120, 608. 01 a8, 979. 12 
October 1952 production: November purchas« 46. 5é 215. 631. 00 188, 428. 32 27, 202. 68 
Nove r 1952 production; December purcha 63. 88 295, 844. 25 258, 978. 82 36, S06. 43 
Decem! lary 452. productior Januar 
- a 62. 66 20), 194. 14 226, 573. 80 63, 620. 34 
February 1953 production; March purchase 29. 84 138, 196. 5¢ 95, 462. 04 ‘ 
Marcl yrs roducti : April pur ase 75. 1 $47, 806. 00 240, 254. 66 22 
otal $24 98 1, 501, 821. 78 1, 205, 920. 79 295, 900. 99 
m of 1 month compared with deliveries during following month to allow for time lag between 


1 upeountry and delivery in Bangkok 

$4,631.25 per long ton: $65 per long-ton unit multiplied by 71.25, the average wolfram content of 
Mining Co. ore by percentag: 

Based on estimated average open-market price during pertinent month (see statistics in section C of 
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From this computation it appears that the Mae Lama Mining Co. has realized 
an excess profit of at least $295,900 on the sale to EPS of extracontract wolfram 
ore at contract prices during the past year. Its action has cost the United States 
Government that same figure, considering the fact that, if the ore was needed at 
all, the excess ore could have been purchased on the open market for $295,900 less 

3. Knowledge of this situation is fairly prevalent in the local business com 
munity, especially among businessmen engaged in the marketing of wolfram 
concentrates. American prestige is suffering with the assumption by these 
persons that the United States Government is being exploited in this mat 

4. From the time this situation began to develop in mid-1952 until the time 
the EPS office in Bangkok was closed on May 9, 1953, there is no evidence that 
the local EPS representative took effective action to insure compliance by the 
Mae Lema Mining Co. with the terms of the contract. There is even some 
evidence that the local EPS representative might have encouraged the Mae Lama 
Co. to purchase ore on the open market, as when he wrote the company on May 
38, 1952, as follows: 

“In view of the numerous offers of wolframite which have been made to 
this office since its establishment in late December, it seems feasible that 
your company could have procured sufficient quantities on the local market to 
meet the requirements called for in the contract.” 

Although EPS/Tokyo requested EPS/Bangkok in August 1952 to report any 
violation of the Mae Lama contract, there is no evidence in files given the 
Engbassy that EPS/Bangkok did so. Once in October 1952 EPS/Bangkok 
attempted by letter to obtain Mae Lama production statistics from the Mines 
Department, but was referred by the Mines Department back to the mining 
company. The Embassy later obtained these statistics without difficulty from 
the Mines Department. In January 1953, when statistics on the production of 
the above-mentioned 11 “Mae Lama Mining Co.” leases were released to 
xPS/Bangkok, the latter apparently failed to detect any evidence of violation 
of contract. The only extraordinary precaution which EPS/Bangkok took to 
insure compliance by local suppliers was to require after January 1, 1953, a 
certificate of origin covering each delivery of wolfram ore and naming the leases 
from which it came; EPS/Bangkok accepted the certificate of origin of the 
Director General of the Mines Department for this purpose. A large volume 
of misinformation concerning the produced status of the Mae Lama Mining Co 
passed from EPS/Bangkok to EPS/Tokyo. 


Ill. YIP IN TSOL CO, CONTRACT 


“The quantity of tungsten concentrates which shall be delivered under the 
contract shall be approximately 1,420 long tons, containing an estimated total 
of 92,300 long-ton units of tungsten trioxide from the production of the Khos 
Nora mine, Ronglek mine, Sin San mine, Wang Phra mine, and Khao Kiam 
mine, for the period from July 15, 1952, to June 30, 1955.’—Article I, special 
articles, GSA wolfram contract GS-OOP (d) 12222 with Yip In Tsoi & Co., Ltd 
1. Descriptive information on the Yip In Tsoi & Co. and its mining operations 

Yip In Tsoi & Co. is one of the oldest, if not the oldest, mining companies in 
Thailand. It has been mining both tin and wolfram ore for over 20 years. 
According to the manager, the company has many small mines producing both 
metals. Both the general manager and the company have had a good reputa 
tion with respect to business and technical matters. 

According to Mr. Yip In Tsoi, who is the general manager of the Yip In Tsoi 
& Co., when the company learned of the possibility of a long-term wolfram 
contract the GSA, a geologist was dispatched to the various mining properties 
under lease by the company to determine which mines promised increased ore 
production as a result of capital investment Since signing the contract in 
March 1952, Yip In Tsoi has reportedly invested 1 million baht in capital equip 
ment for increasing the production of its mines. 

Mr. Yip told an Embassy officer of his understanding that one of the purposes 
for which the United States Govermnment entered into the long-term contracts 
was to stimulate the production of tungsten concentrates. Accordingly he 
expanded investment in his mining operations. 

During. the 9-month period, ending March 31, 1953, in which the Yip In Tsoi 
contract has been in effect, the company has continued to sell wolfram on the 
world market in quantities approximating SO percent of the quantities delivered 
to GSA. Sixty-seven percent of these sales went to the New York market: 
54 14 
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another 14 percent was shipped to Canada and the remaining 19 percent was 
sold in the Bangkok market, as follows: 


TABLE III-1 Wolfram ore sold by Yip In Tsoi to buyers other than GSA * 


Volume of sale 





Reported date of shipment Reported buyer (ong tons) 
July 30, 1942 ld to New York through Copenhagen 7.977 
D ce 893 
D ac 3. 751 
Aug. 11, 1952 Kian Gwan, Bangkok 25. 170 
Aug. 14, 1952 do 5. 035 
Oct. 4, 1952 Philipp Brothers, Canada 12. 542 
Do do 12. 030 
Oct. 31, 1952 Wah Chang, New York 5. 203 
v. 29, 1952 Philipp Brothers, New York 9. 896 
Dec. 12, 1952 do 12. 551 
Dec. 31, 1952 do 12. 588 
Jan. 16, 1953 do 12. 371 
Jan. 29, 1953 12. 553 
0 | 10. 06 

Feb. 28, 1953 | 12. 

M aT 7 1953 12. 
168.013 

P 0 old to United + 
percent 67.4 
1 Information furnished by Yip In Tsoi 


B. Information on contract and statistics on deliveries under the Yip In Tsoi 
contract 

According to information received from the local EPS Office, Yip In Tsoi and 
Co. had sold approximately 211 long tons of wolfram ore under the contract 
with GSA by the end of March 1953. (See table III-2 below.) These shipments 
were in 17 lots of 12-1214 long tons each, with the first shipment leaving Thailand 
on June 30, 1952. During August 1952 EPS bought approximately 49 long tons 
from Yip In Tsoi; during September, October, and November 1952, approxi- 
mately 25 long tons each month. In March 1953 the quantity again was ap- 
proximately 25 long tons. During each of the remaining months of the 9-month 
period 1 shipment of 12-1214 tons was sold. 

The tungsten trioxide content of the ore supplied by Yip In Tsoi exceeds that 
of any of the other GSA contracts in Thailand. The average of the first 17 
shipments was 75.2 percent. This results from the fact that Yip In Tsoi & Co. 
has a separator located at Tung Song, South Thailand, where the mixed tin- 
wolfram ore is separated to maintain the high quality of the wolfram ore. 

The contract between GSA and Yip In Tsoi & Co. calls for a maximum de- 
livery of approximately 320 long tons of wolfram ore during the year ending 
June 30, 1953. The monthly rate of deliveries to date is inadequate to enable 
Yip In Tsoi & Co. to meet this maximum amount during the 12-month period. 
If the average monthly rate continues during the second quarter of 1953, Yip In 
Tsoi will be 55-60 tons short of this maximum. However, it will have more than 
doubled the minimum required deliveries of 10 tons per month. 

The Yip In Tsoi contract permits 500 long tons of wolfram ore to be sold 
during the 12 months ending June 30, 1954, and 600 long tons during the 12 
months ending June 30, 1955. Mr. Yip declares that he arranged in the contract 
to have the delivery schedule increased on a yearly basis, since additional in- 
vestment in mining equipment requires a period of time before increased wolfram 
ore output is achieved. 

C. Extent of compliance under the Yip In Tsoi contract 

On March 27, 1953, EPS/Tokyo received the following telegram through com- 
mercial channels from Bangkok : 

“For Hamilton Morton, representative, General Services Administration, Amer- 
ican Embassy, Tokyo. Yip In Tsoi Co. shipping tungsten ores against their con- 
tract from mines not under their leases as stipulated in GSA contract GS OOP 
D 12222 while pressing miners sell them at $42 whereas they obtain $638 per unit 
from GSA. This practice of aliens bad manipulations against interest of 
miners shall be brought attention Thai Government. Please investigate personal- 
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ly here with mines department and customs office check our information with 
royalties receipts stating tungsten shipped not all from Yip In Tsoi mines. 
Please act urgently. They shipping shortly big quantities. 

“THAI SMALL Miners SouTHERN THAILAND.” 


EPS/Tokyo instructed EPS/Bangkok to suspend purchases from Yip In Tsoi 
and to investigate this report. As instructed, EPS/Bangkok suspended pur- 
chase of wolfram ore from Yip In Tsoi. As a result, Mr. Yip called at the 
Embassy to divulge the history of his contract to the Economic Counselor and 
to request the Embassy to intervene on his behalf by requesting EPS/Bangkok to 
resume purchasing his ore during the investigation. In his interview at the 
Embassy, Mr. Yip admitted delivering ore to GSA which had not originated in 
the mines under contract. He provided the Embassy with full information on his 
deliveries of Wolfram ore to GSA, including the origin of the ore, which informa: 
tion appears in the following table: 


Taste ILI-2.Wolfram ore sold to GSA by Yip In Tsoi, showing percentage from 
mines leased by Yip In Tsoi 


| Volume shipped 


Lot | 
num-| Date shipped | Proportion Proportion 
ber ' Total ! purchased from mines 
. in open listea i 
| | market ? contract 3 
Longtons | Percent Percent 
1 | June 30, 1952 12. 357 69.4 30. 6 
2) July 18, 1952 12. 435 37.9 62. 1 
3 | Aug. 7, 1952 : 12,230 | 48.0 52.0 
4 do 12.430 | 66. 7 33.3 
5 do 12.480 | 51.4 | 48. 6 
6 | Aug. 17, 1952 12. 402 0 100. 0 
7 | Sept. 18, 1952.. 12. 399 62.9 | 37.1 
8 | Sept. 19, 1952 12. 397 37.6 62.4 
9 | Oct. 31, 1952 12. 393 43.3 56.7 
10 do 12. 390 61.9 | 38. 1 
11 | Nov. 14, 1952 12. 4246 39. 9 | 60. 1 
12 | Nov. 29, 1952... 12. 4045 83.4 16.6 
13 | Dee. 12, 1952 12. 404 0 100. 0 
14 | Jan. 21, 1953_- 12.558 | P 100.0 
15 | Feb. 19, 1953 12. 412 0 | 100. 0 
16 Mar. 17, 1953 12. 458 0 | 100. 0 
17 | Mar. 25, 1953 12.319 0 100.0 
Total ‘ 210. 8931 35. 4 | 64.6 


| Information received from local manager EPS Office 
4 Information furnished by Mr. Yip In Tsoi 


It should be noted that through November 1952 Yip In Tsoi delivered to GSA 
wolfram ore a little over half of which originated in mines other than those 
under contract. However, it should also be noted that, upon notification from 
EPS/Bangkok that certificates of origin would be required after January 1953, 
and upon realization that deliveries would have to comprise ore exclusively from 
the mines under contract, Yip In Tsoi ceased its former practice (said to have 
been conducted in good faith) of supplementing its deliveries with open-market 
ore, (Comment: As far as the Embassy can determine, Yip In Tsoi is the only 
one of the three current suppliers to acknowledge its past mistake and to observe 
strict compliance with its contract after the institution of the new certification 
procedure on January 1, 1953.) 

Mr. Yip is understood also to have cooperated with EPS/Bangkok in its investi- 
gation of the allegations put forth in the above-mentioned anonymous cable. 
Following investigation, EPS/Bangkok reported to EPS/Tokyo on April 10, 1953, 
that investigation had revealed that the allegations made in the March 27 tele 
gram were untrue and without foundation and that records of the Thai Mines 
Department indicated that all ore delivered by Yip In Tsoi to GSA originated 
in the contractor’s mines, and recommended that GSA purchases from Yip In Tsoi 
be resumed, On April 15, 1953, permission was received by EPS/Bangkok from 
Tokyo to resume purchases of ore from Yip In Tsoi. 

Since Yip In Tsoi had taken the initiative in coming to the Embassy, every 
effort was made by the Embassy to follow up the investigation independently of 








204 CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 


EPS and to obtain a maximum of information relative to the Yip In Tsoi opera- 
tion. An officer of the company informed the Embassy that only during the last 
3 or 4 months had he been aware of the necessity of delivering to GSA ore which 
originated only in the mines under contract. He declared that in conversations 
with the local EPS representative he was led to believe that wolfram ore was to 
he furnished without regard to the source. He stated that it was only after 
shipment of lot 12 that he was notified that a certificate of origin of the Mines 
Department would be required In support of the assertion that the company 
was unaware of the necessity of delivering ore only from its own mines, the man- 
ager has provided the Embassy with a copy of his own August 9, 1952, letter to 
the Yip In Tsoi office in Tung Song, in which he reported an alleged conversation 
between the local EPS representative and himself: 

Mr. Snell mentioned that the total production of Siam is round about 1,250 


and 1,500 tons per year. In view of the existing contracts at such good prices, 
he thinks that unless the wolfram-ore production increases the local price will not 
drop ve ich since the sellers will buy ore to cover their contracts. He also 
Si that his head office in Tokyo lately inquired from him whether it is true 
t Ma Lama is buying ore to cover the contract He is investigating He 
hinted t we lid not buy wolfram ore from the Mines Department to cover 
0 contrac uut for our upcountry purchases he will not mind but he cannot 
put into writing. Our policy is for tungsong and haadyai wolfram-ore shipments 


to Bangkok to cover GSA contract is to continue but Bangkok purchased stock 
should not be utilized to cover this contract.’ 

In August 1952 Yip In Tsoi considered delivering to GSA about 30 long tons 
of wolfram ore which it was common knowledge the company had purchased 
from the Mines Department According to the manager, the local EPS repre- 
sentative advised him not to deliver this ore to GSA, but requested him to resell 
it on the open market, which he did in two transactions on August 11 and 
August 14, as noted in Table III-1 above. According to a reliable market source, 
Yip In Tsoi and Co. sold the ore to the Kian Gwan Co., which resold it to the 
Pradit T'rade and Industry Co., which delivered the ore to GSA on or about 
August 28 to complete in one shipment its contract with GSA. (See pt. V on 
Pradit Trade and Industry contract.) 

D. Conclusions on performance by Yip In Tsoi Co. under its GSA contract 

It is true that clause 6 of the “general conditions” of the Yip In Tsoi contract 
species 

‘No oral statement of any person shall be allowed in any manner to modify or 
otherwise affect the terms of the offer, specifications or contract.” 

In spite of this fact, it appears that Yip In Tsoi Co. was under the impression 
that article 1 of the special articles of the contract, requiring delivery from 
specified mines, was not be enforced. This, coupled with the apparent fact that 
Yip In Tsoi has purchased no ore on the open market for delivery to GSA since 
this article has been enforced through the requirement of a Mines Department 
certificate of origin, leads to the conclusion that the Yip In Tsoi Co. is endeavor- 
ing to comply faithfully with the requirements of GSA under the contract. 


IV. U-TONG THAI CO. CONTRACT 


“The quantity of tungsten concentrates which shall be delivered under the 
contract shall be approximately 300 long tons, containing an estimated total of 
19,500 long tons units of tungsten trioxide all from the production of mines lo- 
eated in Songkhla and Hanong Districts, and Muang Nam Yen, southern Thai- 
land, for the period June 1, 1952, to May 31, 1953." * * * “For each long ton 
unit of WO; * * * the Government shall pay to the contractor the sum of $65 
per long ton unit the first year (1953-54). * * * 

“Delivery schedule * * *. Not less than 10 long tons per month starting June 1, 
1952.” 

(Articles I, III and IV, special articles, GSA wolfram contract GS-OOP (D) 

12252 with the U-Tong Thai Co., Ltd.) 


A. Descriptive information on the history of the contract, on the mines listed 
in the contract, and on the U-Tong Thai Co., Ltd. 

According to the files of EPS/Bangkok, the history of the U-Tong Thai Co., 
Ltd., contract dates back to February 29, 1952, at which time the manager of 
the “Ores. Minerals and Rubber Department” of U-Tong Thai confirmed by letter 
the company’s acceptance of an offer to purchase 170 long tons of wolfram ore 
at $65 per long ton unit, the first delivery (10 tons) to be made by April 30. 
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1952. Apparently the dea! was not concluded, as the files make no further refer 
ence to it On March 21, 1952, another written offer to sell was tendered © dur 
ing the first year at $65 per long ton unit, the remaining 150 tons during the 
second year at $63 per long ton unit, delivery to commence June 1952 \ nota 
tion in the handwriting of the EPS representative appears on the letter stating 
that the mines were located in Songkhla and Ranong Provinces and included the 
“Nam Yen” Mine as well 

On March 22, 1952, the local EPS representative informed EPS/Tokyo of the 
U-Tong Thai offer, stating that the mines were located in Songkhla and Ranong 
districts, southern Thailand No mention was made of the Nam Yen Mine, 
although it subsequently appeared in the contract. The Tokyo office replied that 
the offer had been submitted to Washington for approval. There is no cor 
respondence in the file authorizing the execution of a contract with U-Tong Thai, 
but authorization presumably was received by letter 

The U-Tong Thai Co. is a limited company established in 1949 and engages 
in the export-import business. The World Trade Directory Report on file in the 
Commercial Section of the Embassy lists this company as an importer of general 
merchandise, machinery and armament, and as an exporter of rice, teak, tin, 
tungsten and forest products. It is also listed as a jobber handling “govern- 
ment requirements.” It is not listed as a producer of raw materials. The 
managing director and principal stockholder of U-Tong Thai is one Captain 
Somwang Sarasat (also spelled Sarasas). 
B. Statistical information 

As the contract does not list any specific mines, other than the Nam Yen Mine, 
the total production of the mines in the provinces mentioned in the contract is 
listed below: 


TABLE IV—1 Wolfram ore production of Songkhla and Ranong Provinces 


Number | Pro 
Province o ee a ie - 


actually ti , 1942 uart 


operating 


Songkhla f oR. 7] gt). 94 


Ranong 2 44. 65 21 


Source: Department of Mines 


TaBLe IV-2.—GSA purchases from U-Tong Thai Co. 





Lot No Date shipped Long tons 
l June 30,1 ) O78 
2 June 30 )57 
A July 27 840 
3B July 27 8. 051.3 
Sept. 9 11. 143.2 
5 Oct 31 7.31142 
12. 48092 
6 Dec. 31, 1952 6. 25049 
8. 50124 
7 Feb. 28, 1953 6. 79134 
), 90925 
8 Mar. 17, 1953 6. 03683 
3 OB2O5 
Total 109. 40394 


Note.—Total dollar value for 109.40394 long tons: $496,365.65; average WO; content, 69.80 percent; price 
per long ton unit: $65. 


Source: E PS/Bangkok files 


C. Facts and opinions on performance under U-Tong Thai contract 
It is not clear to the Embassy whether EPS policy restricts its contracts 
to bona fide producers of wolfram. It is apparent, however, that the U-Tong 


1 (Omission) by U-Tong Thai. The offer called for the sale of 300 long tons of ore— 
150 tons 
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Thai Co. is not a producer of wolfram ore. Its contract was worded in such a 
manner that the delivery of ore could be made from any mine located in the 
provinces of Ranong and Songkhla regardless of lease ownership. The inclu- 
sion of the Nam Yen Mine in the contract and the declaration that it is in 
southern Thailand is considered fraudulent. The “Muang Nam Yen” (“muang” 
meaning “mine” in the Thai language) is not located in southern Thailand as 
stated in the contract, but rather is located in the Tenassarin strip of Burma in 
a mountain range at approximately 11°41’ latitude and 99°25’ east longitude, 
according to officials of the Thai Mines Department and of the United States 
Government. The mine is owned by one Liang Ah Fat, a Chinese residing in 
turma. Officials of the Thai Mines Department report that the entire output of 
the Nam Yen Mine is transshipped legally through Thailand by the mine owner. 
It is clear, then, that GSA Contract GS-OOP (1D) 12252 contains a misstate- 
ment of fact in the first section of the special articles. 

Probably because the contract contained this misstatement of fact, the manager 
of U-Tong Thai at a later date attempted to explain it In doing so he only 
compounded the misstatement. In a letter to the local EPS representative dated 
February 3, 1953, he declared : 

“With reference to our district mines stated as: Muang Nam Yen—we wish to 
clear you that, as Muang Nam Yen is located on the borders of Thailand and 
Burma, we meant to say that the ores come from the mines in the vicinity of 
Muang Nam Yen. As the name of mines should be made clear to you, we wish 
to restate that the mines mentioned as Muang Nam Yen mines are the group of 
mines generally situated along Pilok Mountains, Kanjanburi District.” 

Actually the Pilok Mountains wolfram mining district in Kanburi Province is 
200 miles and 8 provinces north of the actual location of the Nam Yen Mine. 
There is no evidence in the U-Tong Thai file left by EPS/Bangkok to indicate 
that knowledge of the true location of the Nam Yen Mine was ever discovered 
by EPS/Bangkok and reported to EPS/Tokyo or to EPS/Washington. 

None of the mines in Songkhla and Ranong Provinces is leased to the U-Tong 
Thai Co., according to the records of the Mines Department. 

U-Tong Thai has apparently not confined its procurement of wolfram ore, for 
delivery to GSA, to the Burmese Nam Yen Mine or to the various mines in 
Songkhla and Ranong Provinces, as required by the contract. Certificates of 
origin issued by the Director General of the Mines Department since January 1, 
1953, indicate that much of the U-Tong Thai contract ore has been coming from 
mines in Suratdhani and Nakorn Srithamarat Provinces, as well. There is no 
evidence that the contract was ever amended to permit the delivery of ore from 
provinces other than Songkhla and Ranong. 

In the spring of 1953 EPS/Bangkok requested U-Tong Thai to submit a list of 
the leases under which it was supplying wolfram ore to GSA. From the context of 
the following letter it would appear that U-Tong Thai provided such information 
in letters dated April 8, 9, and 28, but rescinded them in favor of the final approved 
version dated May 1, 1953, as quoted below: 

“Re Our Mining Leases 

“In order to avoid confusion caused by our error, we would like to ask you to be 
kind enough to cancel all the contents of our letters L1.19/1953 dated April 8, 
L1.20/1953 dated April 9 and LI.27/1953 dated April 28, and take the present 
one as the correct one, 

“The following are wolfram ores leases in which we have interests (capital 
investment, shares, association) : 


“Ranong Province: Songkhla District: 
2894/5863 7448/5701 
2999/5688 7500/5820 
8037/6040 7501/5814 
6328/5480 7535/6279 
2067/5438 7550/6288 
8015/5861 Suratdhani Province: 
6250/4877 5716/5880 


S057 /6102 5733/5808 
8038/6144 5483/6090 
rong 5788/5874 


8064/6229 5484/6091 


6260/4960 Nakon Srithamarat Province: 
6329/5481 5467/5855 
8015/5861 5377/5185” 
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The letters of April 8, 9, and 28 were not found in the EPS files It is assumed 


that they were an incomplete statement of the leases of companies with which 
U-Tong Thai alleges it has become affiliated in order to procure ore for delivery 
to GSA. 

The Embassy has checked the above-mentioned leases with the registration 
officials of the Mines Department and has discovered that not a single one of the! 
is in the name of U-Tong Thai Co. The following is a complete list of the lease 


holders: 


Ranong Province: Songkhla Province 
2894/5863, Nai Foo Li Tha 7448/5701, Nai Nueng Satarat 
2099/5688, Viroj Phanich Co 7500/5820, Phya Athakavi Sunthon 


7901/5814, Phya Athakavi Sunthon 

7535/6279, Nai Chuan Sirvong 

7550/6288, Nai Jia Wong 
Surasdhani Province 


8037/6040, Nai Borvon Lohavit 
6328/5480, Nai Borvon Lohavit 
2067/5438, Nai Pherm Na Ranong 





§250/4877, Nang Riew Na Ranong 5716/5880, Ramphai Phanna Co, 
8015/5861, Nai Thavil Juyi 5733/5808, Nai Tan Soo Song 
8057/6102, Nai Tae Jui Luang 5483/6090, Nai Ngoa Lee Nguan 


DTSS/OSTS, Nai Lert Smuth-asdong 
5484/6091, Nai Ngoa Lee Nguan 
Nakon Srithamarat Province: 


8038/6144, Nai Loh Hock An 
8064/6229, Nai Boryon Lohavit 


6260/4960, Nai Thavil Juyi 5467/5855, Saha Rae Thai Pak 
6829/5451, Nai Thavil Juyi 0877/5185, Nai Hia Kang 


Two of the leases alleged by U-Tong Thai in its May 1 letter to be in Suratdhani 
Province (5483/6090 and 5484/6091) were identified by the Mines Department to 
be located in Nakon Srithamarat Province. No evidence has been presented that 
U-Tong Thai has any tangible interest (stock, capital investment, equipment) in 
any 1 of these 24 mines, or that its “association” with these lessees is other than 
as a middleman who markets their ore. 

The contract was signed at a time when the world market price of wolfram ore 
had begun to decline. The first delivery under the U-Tong Thai contract was 
deferred until the last possible moment, June 30, 1952. 

An informed Government source and a well-known wolfram exporter both have 
informed the Embassy that it is commonly believed that the Kian Gwan Co., Ltd., 
has financed U-Tong Thai's local wolfram purchases. 


D. Conclusions 


From the foregoing the Embassy has made the following conclusions: 

1. The U-Tong Thai contract with GSA contains a misstatement of fact in 
identifying one of the mining properties under contract as a mine in southern 
Thailand when in fact it is located in Burma. 

2. The U-Tong Thai Co. is apparently a middleman and not a producer of 
wolfram ore. Its ore business with GSA may have been financed by the Kian 
Gwan Co. 


3. The following is a computation of the value of deliveries under this contract : 


TABLE IV-3 






Contract Pay! t 
price World price n exce 
Volume (at $4,537 | f. o. b. Thailand of ! 
Date of shipment long per lo United States I 
tor ton, United! dollars per long { 
States ton unit s 
dollars dollars 
June 30, 1952... 15. 03 S68. 191 $62, 940 60. Of $5. 251 
July 27, 1952_... 11. 89 53. O45 50, 111 60. 50 , R34 
Sept. 9, 1952 11.14 542 47,044 (60. 50 498 
Oct. 31, 1952_- 19. 79 80. 787 83, 573 60. 50 6,214 
Dec. 31, 195 " 14. 84 67,229 57.579 (55.60 9. 750 
Feb. 28, 1953 16. 70 75, 767 53,490 (45. 90 22, 277 
Mar. 17, 1953 20. OK ”), 740 64, O80 45. 90 26, HO 
Total _. 09. 39 $96, 30 417,770 77, 484 
All sales based on contract price of $65 per long-ton unit ar erage metal content of 69.80 percent 
NOTE Fractions carried out to 2 places only Actual amount shipped was 109.40394 long tons; actual 


amount paid was $496,365.65 
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V. PRADIT TRADE & INDUSTRY CO. CONTRACT 


As the EPS/Bangkok file on the Pradit Trade & Industry Co. contract was 
not left in the custody of the Embassy, the precise terms of the contract are not 
known The following information was provided the Embassy by the EPS 
representative 

“Contract No. GS-OOP (d) 12221 with the above company was completed on 
June 30, 1952* for approximately 2,925 LTU of wolframite. Total number of 
ong tons shipped was 29.96752. The dollar value amounted to $135,040.55.” 


A. History of the contract and general description of the Pradit Trade € 
Industru Co 

According to the Kmbassy’s files, on March 24, 1952, the EPS representative 
negotiated a contract with the Pradit Trade & Industry Co. to purchase 45 long 
tons of wolfram ore, delivery to be made prior to June 30, 1952. The first delivery 
was to be made within 15 days after the signing of the contract and was to consist 
ol t least 5 tons 

On June 18, 1952, EPS/Bangkok informed EPS/Tokyo that the letter of credit 
had been drawn incorrectly and made reference to a new contract replacing the 
‘one lost in the mail.” At the same time the company requested a 30-day exten- 
sion because of the loss of the contract in the mail and because of the delay 
caused by the error in the letter of credit. EPS/Tokyo replied that it was 
doubtful that the credit could be extended. EPS/Bangkok informed Tokyo that 
shipment might have been effected if obstacles had not eccurred and recom- 
mended special consideration in view of possible loss to the contractor. 

On July 15, 1952, EPS/Washington approved extension of the letter of credit 
until August 31, 1952. EPS/Bangkok informed EPS/Tokyo on October 3, 1952 
that Pradit Trade & Industry Co. had delivered 30 tons of ore on August 28 
and that there was insufficient time to ship the remainder. EPS/Washington 
subsequently approved reduction of delivery and suggested termination of the 
contract 

According to several reliable commercial sources the Pradit Trade & Industry 
Co. has never been in the wolfram mining business nor had it been an exporter 
of wolfram ore prior to the GSA contract. The company is little known except 
to trade sources familiar with its GSA contract. The company has been de- 
scribed as having been organized for purposes of fulfilling the GSA contract. It 
is said to be no longer in business. One Samer Manthatham is reported to have 
organized the company; this has not been confirmed. 


B. Fact and opinions on performance under the Pradit Trade & Industry Co. 
contract 

The subject company is apparently not a producer of wolfram ore. The 30 
tons of ore which were shipped to GSA late in August were apparently pur- 
chased on the open market, presumably from the Kian Gwan Co. (see sec. 
C, pt. II, concerning the sale of 30 tons of ore to Kian Gwan by Yip In Tsoi). 
Several exporters have stated that the Pradit Co. had convassed the open market 
in Bangkok for several months in search of ore to fulfill its GSA contract. 

If the original contract actually called for the delivery of 5 tons within 15 
days after execution of the contract, the tramsaction probably could have been 
canceled for noncompliance regardless of the incorrectness of the letter of 
credit and the necessity for amending it. 

It should be noted that the longer delivery was deferred, the more favorable 
the transaction became to the supplier as local prices declined gradually but 
steadily after the signing of the contract. 

The Pradit Co. appears to have obtained the 30 long tons of ore which it 
delivered to GSA from the Kian Gwan Co. which may actually have arranged 
the entire transaction. Inasmuch as this is apparently the same ore which 
the EPS representative in Bangkok refused to accept from Yip In Tsoi, at a 
time when wolfram ore was in short supply on the local open market, it is dif- 
ficult to understand why it was accepted by EPS after it had changed hands and 
appeared in possession of a supplier known to be having a difficult time obtain- 
ing ore 





1Comment: Actual date of delivery was on or about August 28. 1952. 
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Reference to the terms of the original GSA contract with Pradit, not presently 
available to the Embassy, would reveal whether or not the ore was to have been 
supplied from the production of specified mines and whether the Pradit Trade & 
Industry Co. might have violated its GSA contract by supplying ore purchased 
on the open market. 

VI. GENERAL CONCLUSION AND REMARKS 


A. It is apparent from the foregoing report that all four GSA contracts with 
suppliers of wolfram ore in Thailand have been violated, each in its own way 
and that advantage has been taken of the United States Government in its 
wolfram-procurement program in ‘Thailand 

B. Local wolfram exporters are beginning to express resentment over the 


fact that GSA is buying extracontract ore at high prices from the open market, 
precluding their obtaining a fair share of local wolfram ore while at the same 
time affecting the local market by driving the price of wolfram ore upward, 


at times exceeding the world-market price. The export managers of two large 


Bangkok firms have registered complaints with the Embassy to the effect that 
this situation is in restraint of free competitive trade 
C. The prestige of the United States is suffering from the continuation of this 


situation. Many persons in the local business community have expressed the 
opinion that the contracts are operating to the disadvantage of the United States 
Government, and they wonder why this situation is permitted to continue 


EXHIBIT 24 
Retort FRoM EMBAssy, BANGKOK, TO WASHINGTON 
OcTOBER 8, 19535 


SUPPLEMENTARY REPORT ON DEVELOPMENTS IN THE GSA WOLFRAM PROCUREMENT 
SITUATION IN THAILAND 


For the record, there follows a report on some of the significant developments 
in the GSA wolfram procurement situation in Thailand which have occurred be- 
tween the submittal of the last supplementary report and the recent investigation 
of the situation by Mr. Elmer Hoffnauer of EPS-Tokyo. Mr. Hoffnauer began 
his investigation on September 6 but terminated it abruptly on September 26 and 
returned to Tokyo. 


Views of a local wolfram exporter on the general situation 


In June 1953 the head of a well-known local export-import company, which ex 
ported wolfram ore from Thailand until forced out of the market about 1 year 
ago, complained to an Embassy officer that it was impossible for his company to 
obtain any wolfram ore in the local market for export to its commercial clients 
abroad because the local market price of wolfram ore was running around $49 
per long-ton unit, compared with a concurrent New York price of about $45. He 
implied that the GSA contracts in Thailand were responsible for the creation 
of this phenomenon in which the price of ore in the supplying country was con- 
sistently higher than the price in the overseas market. 

The Embassy was able to make only two possible explanations for this phe- 
nomenon: (1) speculation by local purchases, i. e., purchasing at premium prices 
and hoarding in the expectation of a general rise in the price of wolfram ore, 
and (2) open market purchases at premium prices for delivery to GSA under 1 
of the 8 contracts with alleged suppliers of wolfram ore in Thailand. World 
conditions and trends precluded speculation as a reasonable explanation. There- 
fore, it was decided to explore the second possibility through an investigation of 
some representative local open market transactions. 

Sales of wolfram ore by the mines organization to the Supaphon Co. 

The leading seller of wolfram ore on the open market in Bangkok is the Thai 
Mines Organization, a semigovernment enterprise which operates the Govern 
ment-owned wolfram mines located in the Pilok Mountains in Kanchanaburi 
Province. The Mines Organization markets its own ore, along with ore collected 
by the Mines Department as “royalty in kind,” at periodic public auctions in 
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Bangkok about once a month. 
four auctions between May and August 19 


PI 


R¢ 


HASE 


OF 


oh? 


TUNGSTEN 


IN 


THAILAND 


Records of these auctions reveal that at the only 
ill the ore was purchased by the 


Supaphon Co., which consistently bid well above the prevailing world market 


price of wolfram ore. 


The following table is a record of these purchases : 








Tarir.—Wolfram ore purchased by Supaphon Co. from mines organization at 
auctions in Bangkok, May to Auugst 1953 
Commercial market price ! 
Date ie Purchase Dollar % 
ow price equivalent 2 , 

Local ! World 

Per long Per long 

Long tons Baht/picul ton unit Raht/picul ton unit 
May 18 15 3 450 $49. 86 3, 000 $45 
June l¢ 10 3, 275 $48. 40 2, 900 $45 
July 22 10 3, 180 $46. 50 3, 000 $45 
August 10 10 3, 012 $44. 46 2, 900 $44 


mi on 65 


4 percent WO; 
proximate; compute 


: 
3 Approximate; f. 0. b 


i at free market exchange rate on day of sale. 


Thai port; on day ofs ale 


The Embassy elicited complete information on one of these auctions, that of 
July 22, from a commercial source, as follows: 
“BANGKOK, July 22, 1953. 


“The Mining Department sold 10 tons of wolfram ore by verbal tender this 
morning. It may interest you to hear the result of the bidding: 


Ist round 2d round 3d round 4th round | 5th round | 6th round 


Tcs T's Tes. | Tes. | Tes Tes. 
y I i&<C 2 800 2, 960 | 3, 060 3,100 | 3, 140 ‘ 
Thai I ( 2 810 2 970 3, 070 3,110 | 3,150 | . 
East A ( 2, 830 | | 
Thai Wah Co 2. 900 3, 000 | 3, O80 3, 120 3, 160 | 
Suphaporn s 2 950 50 3 090 3, 130 3,170 | 3, 180 
‘Tes. 2,975 is the very maximum that can be paid on the basis of today’s 


value in the United States of America. 

“After having secured the ore at Tes. 3,170, 
further Tes. 10 at their own initiative. 

The reason that the Supaphon Co. found it possible to purchase wolfram ore 
at auction at seemingly-uneconomic prices is believed to be that Supaphon has had 
access to the Mae Lama Mining Co. contract with GSA. 


Supaphon increased the price by 


Vines organization auction in September 1953 

If the Supaphon Co. was in fact purchasing its ore at auction for resale to 
GSA under the Mae Lama Mining Co. contract, the first mines organization auc- 
tion following the suspension of the Mae Lama contract on August 11 might be 
expected to stand out in marked contrast to the preceding ones. Such is the 
Supaphon apparently left the local wolfram ore market almost immediately 
following suspension of the Mae Lama contract. At the next mines organization 
auction, on September 25, Supaphon put in only a token bid of baht 1,900 per 
picul on 12 long tons. The Liang Ngiab Co., a commercial exporter, quit 
at baht 2,400, and Yip In Tsoi was finally successful with a bid of baht 2,675 
per picul, a competitive price for resale in a New York market in which the price 
at the time was about $40 per long ton unit. It appears, in short, that suspension 
of the GSA contracts in Thailand has restored commercial competition in wolf- 
ram ore which had been precluded for many months by the excesses which trans- 
pired under the contracts. 


case 


The Supaphon-Mae Lama arrangement 
A usually reliable commercial source reported late in August that the Supaphon 


Co. had originally been splitting the profits more or less equally with the Mae 
Lama Mining Co., but that sometime in the summer of 1953 it convinced Mae 


Lama to accept the ore on a consignment basis with Mae Lama deriving only 
a small portien of the profits. The Embassy has received no confirmation of 
this report. 
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Situation following suspension of GSA contracts as viewed by local ore mechant 


A leading local ore merchant recently informed an officer of the Embassy that 
subsequent to the establishment of the GSA contracts, and particularly following 
the decline of the world market price below the GSA contract price of $65 per 
long ton unit in April 1952, he found it impossible to purchase wolfram ore on 
the local market at a reasonable price and was literally forced out of business. 
However, on August 12, 1953, the day following the suspension of the contracts 
by GSA, this same ore merchant unexpectedly received a large number of offers 
from small miners and local middlemen to sell wolfram ore which, he concluded, 
they were no longer able to sell to the GSA contractors. 


Newspaper report of threat of lawsuit by contractors 

On September 15, 1953, a newspaper report pertaining to the suspension of 
the GSA contracts appeared in the Thai-language newspaper Prachatipathai. 
The following is a full translation: 


ACCUSE GSA OF BREACH OF CONTRACT ; GSA ABRUPTLY STOPS PURCHASES IMMIDIATELY 
AFTER KOREAN TRUCE CONFERENCE 


Thai mining companies prepare to sue GSA for breach of contract and for 
refusal to make payment on deliveries according to the terms of the contract. 

It was reported that the Mae Lama Mining Co., of Maehongsorn Province, 
signed a contract with GSA with the understanding that the company would 
deliver their ore production to GSA during a 2-year period. Deliveries and 
payments have been made since the date of signing the contract. When the 
Korean truce conference began, Mae Lama continued to supply ore to GSA, 
and to this date has delivered 900 tons of ore, with an approximate value of 
9 million baht. GSA now refused to make payment for deliveries, which will 
void the contract. Directors of the Mae Lama Co. came to Bangkok to initiate 
eourt action. The Seni-Athakari law firm will represent the Mae Lama Co.; 
the former originally negotiated the contract on behalf of the Mae Lama Co. 

A partner of the law firm mentioned has denied that the Mae Lama Mining 
Co. has approached it in this matter and has expressed his resentment over 
the unauthorized use of his company's name. No other report has been received 
pertaining to a threatened lawsuit. 


EXHIBIT 25 


Report From Empassy, BANGKOK, TO WASHINGTON : REPORT OF INVESTIGATION OF 
CoMPLIANCE UNDER GSA WoLrRAM CONTRACTS; DOCUMENTARY EVIDENCE OF 
CONSPIRACY TO VIOLATE MAE LAMA CONTRACT 


> 


OCTOBER 8, 19538 


EXPLANATORY STATEMENT 


In previous communications the Embassy reported apparent violations of the 
General Services Administration’s (GSA) contracts for the procurement of 
wolfram ore in Thailand. The Embassy recommended a thorough investigation 
of the situation by a GSA compliance officer. 

On September 5 Mr. Elmer Hoffnauer, an Emergency Procurement Service 
(EPS) representative from the regional headquarters in Tokyo, arrived in 
Bangkok to investigate the situation. The Embassy cooperated fully with Mr. 
Hoftnauer, opening its files for his reference and advising him on how he might 
go about obtaining documentary evidence of contract violations. Specifically, 
the Embassy provided Mr. Hoffnauer with blank copies of the critical Thai 
Mines Department documents (complete with interlineated English transla- 
tions) of which the originals or file copies in the files of the mines department 
or the customs department would provide ample proof of the alleged breaches 
of contract. These documents included ore export permits, domestic transpor- 
tation permits, and royalty receipts. The Embassy pointed out to Mr. Hoffnauer 
significant information for which he should watch while inspecting these docu- 
ments. Early in Mr. Hoffnauer’s investigation, officers of the Embassy intro- 
duced him to the Minister of Industry and to key officials in the mines depart- 
ment, and accompanied him to the customs department as well. 

Mr. Hoffnauer was unsuccessful in eliciting the documentary evidence which 
the Embassy advised him to seek, preferring instead to obtain information from 
the contractors themselves and from other commercial sources. By September 
22, having given Mr. Hoffnauer every opportunity to exploit the primary sources 
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of documentary information, the Embassy decided to assure itself by independ- 
ent investigation of the existence and whereabouts of the necessary documents. 
It was the Embassy’s intention to obtain enough information to provide Mr. 
Hoffnauer with specific references to documents by number and date from which 
information he could not fail to develop the necessary proof of the contract 
violations Accordingly, on September 22 the Ambassador wrote a personal 
letter to the Minister of Finance requesting that customs department records 


on seve selected shipments of wolfram ore to GSA be made available for 
inspection by an officer of the Embassy. The Minister of Finance readily 
cranted the request \ copy of the Ambassador's letter is attached as enclosure 
No. 1 

On September 23 an officer of the Embassy was delegated to inspect the appro- 
priate records at the customs department He obtained without difficulty the 
necessary information from customs records. His report to the Ambassador 
dated September 24, is attached as enclosure No. 2. During the course of this 
phase of the independent investigation the officer inspected and made notes from 
the ledger book in which the customs department keeps a record of all exports 


of wolfram ore from Thailand. The entries in this ledger provided identifica- 
tion of the owner, exporter, quantity, and export permit of the ore comprising 
the seven representative shipments which the Embassy had selected as test 
cases. While at the customs department the officer also examined the support 
ing documents on three of the shipments, which documents happened to be 
readily available at that time. The results of this brief perusal of customs 
department records revealed not only that the Embassy’s conclusions as reported 
in previous communications had been essentially correct but that the contract 
violations had in most cases been much more serious than the Embassy had 
concluded earlier. 

With this new information at his disposal the Ambassador informed Mr. 
Hoffnauer in an interview on the morning of September 24 that the Embassy was 
now prepared to provide him with specific references to documents available in 
Thai Government files which would substantiate the contract violations which he 

as supposed to be investigating. Mr. Hoffnauer replied that he was ill and 
that he desired to return to Tokyo. The Ambassador requested that he remain 
in Bangkok just a few more days in order to complete this simple exercise of in- 
vestigation. Mr. Hoffnauer agreed to continue his investigation along lines out- 
lined by the Embassy. 

On the morning of September 25, in accordance with the Ambassador's in- 
structions, an Embassy officer prepared a series of seven briefing papers for Mr. 
Hoffnauer to use as a guide in carrying his investigation to the primary sources. 
The first of these briefing papers, a copy of which is attached as enclosure No. 3, 
was presented to Mr. Hoffnauer the same morning and the rest were made avail- 
able to him that afternoon. (Comment: It is suggested that enclosure No. 3 be 
compared with enclosure No. 8 which represents the information which proper 
use of the former would have elicited.) Officers of the Embassy advised Mr. 
Hoffnauer to proceed to the mines department, the office of issue of all the docu- 
ments in question, to obtain the proof of contract violations which GSA/EPS re- 
quired. They outlined in minute detail the steps Mr. Hoffnauer should follow. 
However, on the afternoon of September 25, Mr. Hoffnauer decided not to pur- 
sue this course of investigation, declined to accept the additional six briefing 
papers, and returned the first briefing paper to the Embassy. He departed for 
Tokyo the following morning. 

Having gone this far in a phase of investigation which it expected an EPS 
compliance officer to pursue, the Embassy decided to complete the investigation 
itself through an inspection of all the supporting documents available at the cus- 
toms department pertaining to the seven selected test cases. Accordingly, an 
Embassy officer returned to the customs department on October 8 and 9 and 
without difficulty obtained for inspection the files on the seven selected ship- 
ments from the archives of the customshouse. The results of this effort are re- 
corded in detail in enclosures Nos. 4 through 15. 


DESCRIPTION AND SIGNIFICANCE OF CRITICAL DOCUMENTS 


The following is a description and explanation of the significance of the 5 
critical documents, all or most of which the Embassy inspected in pursuance of 
its investigation of each of the 7 selected test cases: 

Export section ledger book—The export section of the customs department 
maintains a ledger in which essential customs information on each exportation 
of wolfram ore from Thailand is recorded. Entries in this ledger are made 
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whenever the documents in support of the exportation are finally cleared through 
the customs department. Wolfram ore is not subject to export duty, inasmuch as 
royalty is paid at the time of production, so the ore may be exported immediately 
upon presentation of royalty receipts; the customs department export entry is 
often processed several days or even a few weeks after the ore has been shipped. 
However, the exporter must post a bond against the possibility that the wolfram 
ore might contain more than 4 percent tin ore which would be dutiable; this is- 
sue is not decided until a postshipment analysis of a sample of the ore has been 
received from the mines department, which often requires several weeks or 
more. These factors often result in the entry in the ledger book being made 
several months after the ore has been exported. That factor rendered the 
identification of some of the shipments in question somewhat difficult. 

The ledger book consists of columns of entries spreading across both paves 
and including the customs department file number, name of the owner-exporter 
of the ore, name of the shipping agent, carrier and date of departure, country 
of destination, export permit number and date, office of issue of the export permit, 
number of bags, quantity of ore in piculs, amount of royalty paid and chemical 
analysis of the ore. All entries come from the customs department export entry 
form except the last one, which derives from the mines department's certificate 
of analysis. The ledger book was useful to the Embassy in providing (1) 
identification of the shipments in question (a matter made difficult by the fact 
that the Embassy’s EPS files list the shipments under the names of the con- 
tractors when in fact the shipments in most cases were owned and exported by 
other organizations), (2) a convenient means of determining quickly the actual 
owners and exporters of the ore without going to the supporting documents, and 
(3) the customs department file numbers under which the supporting documents 
could be located if inspection were necessary. 

Export entry form.—This long blue form is the covering sheet for all support- 
ing documents. It is executed by the shipping agent and presented to the 
customs at the time of exportation. The export entry includes the names of the 
ownher-exporter and the shipping agent, the carrier and shipping information, 
quantity and description of the ore, and a résumé of the information in the at- 
tached supporting documents including a notation of the export permit number or 
numbers authorizing the exportation. 

Heport permit.—This permit, issued either by the provincial mining officer (in 
case of ore licensed upcountry for export abroad) or by the mines department in 
Bangkok (in the case of ore assembled for export in Bangkok), provides the 
following information: issuing officer, person or company to whom permit is 
issued, authority (mine lease number or purchase permit number) under which 
the exporter has acquired the ore, location of the ore at the time of application 
for permission to export, and full particulars on the ore comprising the shipment, 
including quantity of each sublot, amount of royalty paid, royalty receipt number 
and date, and place of payment of royalty. In the case of an export permit issued 
by a provincial mining officer upcountry, the permit also serves as a domestic 
transportation permit. (Comment: Ore originating in a mine under contract 
to GSA, as in the case of the Mae Lama mines, would normally be covered by the 
combination domestic transportation permit and export permit issued by the 
provincial mining officer at the place of production. The fact that an export 
permit covering ore supplied under the Mae Lama contract, for example, were 
issued by the mines department in Bangkok could be considered prima facie 
evidence that the ore had not derived from the Mae Lama mines but rather had 
been assembled in Bangkok from other sources. ) 

Royalty receipts—The royalty receipt is another supporting document, the 
original of which must normally be surrendered to the customs department in 
verification of the fact that royalty had been paid. The royalty receipt is nor- 
mally issued upcountry by the provincial mining officer in the province in which 
the ore is mined. However, some royalty receipts are issued by the mines de 
partment in Bangkok, for example in cases of the mines department’s own ore 
produced in its mines in Kanchanaburi Province 

The royalty receipt lists the issuing office, the name of the person or company 
paying royaity, the amount of ore in question (broken down into sublots if 
necessary) and the intended disposition of the ore (either for export abroad or 
for domestic resale, in which latter case the number of a sales permit must be 
listed). 

The royalty receipt is, of course, the final authority to which a GSA compli- 
ance investigator would turn for evidence of the actual origin of any ore in 
question. As will be seen in enclosures Nos. 4 through 15, the Embassy was 
successful in inspecting many of the royalty receipts pertaining to various lots 
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of ore delivered to GSA under the three contracts. Unfortunately, royalty re- 
ceipts issued by the mines department in Bangkok were not available at the 
customs department; such receipts are not required to be surrendered to the 


customs 

The originals of the royalty receipts in such cases are maintained by the 
mines department where they may be inspected readily by the customs depart- 
ment. Any company exporting ore which it has purchased from the mines 
department or its affiliate, the mine organization, and on which the mines depart- 
ment has issued the royalty receipt need only declare the number and date of the 
royalty receipt on its export permit and need not present the actual receipt. 
Mines department ore is ordinarily in rather large lots which exporters who have 
purchased it are in the habit of subdividing for shipment abroad; under these 
circumstances it would not be feasible for exporters to produce multiple copies of 
the original royalty receipt. 

Domestic transportation certificate \ final 
attached to the customs export entry and which is of some passing interest, is 
the domestic transportation permit. This is not an officially certified document 
but is a standard form on which the owner merely declares that he has paid 
royalty on ore and is transporting it from one point to another within the 
country. The certificate accompanies the ore, for example, in transit from a 
provincial mining center to Bangkok for sale on the open market, or from a 
godown in Bangkok to the customs house. It provides a clue, however, to 
whether the ore in question was produced in a given mine or was procured on the 
open market in Bangkok. It also provides information on additional inter- 
mediate channels through which a given lot of ore has passed. 

General.—These forms are, of course, all printed and executed in the Thai 
language, but the entries are so stereotyped that an investigator with a 
rudimentary knowledge of Thai numbers and a list of stock phrases and company 
names can easily follow them. (Comment: An official of the customs depart- 
ment, however, assisted the Embassy’s investigating officer in translating the 
information on these documents.) Facsimiles of these forms in translation 
have not been reproduced as attachments to this dispatch, but they would be 


submitted upon request. 


document, which is sometimes 


RESULTS OF THE EMBASSY’S INDEPENDENT INVESTIGATION OF EXTENT OF COMPLIANCE 
BY THE THREE GSA CONTRACTORS UNDER THEIR CONTRACTS 


The attached enclosures Nos. 4 through 15, containing detailed case-by-case 
reports and analyses of the information obtained from customs department 
records pertaining to the seven selected test cases and to a few addditional ones, 
are self-explanatory and will not be summarized in the body of this report. A 
few general comments and some broad conclusions, however, appear appropriate. 

General comments.—The Embassy selected the seven test cases on September 22 
without foreknowledge of the extent of compliance, except in the case of one Yip 
In Tsoi lot which had already been fully reported. sasically, it was considered 
necessary to investigate at least 2 cases, 1 recent and 1 not so recent, involving 
each of the 3 contractors. It was considered appropriate to accord special 
scrutiny to the Mae Lama Mining Co. contract as the violations under this 
contract were believed to be the greatest and as the contract quantity and 
deliveries under this contract have been larger than under the other two. At 
the same time, the Embassy was limited by time and the necessity of not taxing 
unduly the facilities of the customs department. Accordingly, seven shipments 
were selected more or less at random within those limitations, including where 
possible for the sake of convenience shipments on the same ship by the various 
contractors. An effort was also made to select shipments of significant size. 

The information obtained on the seven shipments is not complete in all cases, 
partly because some documents were not available, partly because conclusive 
information had been obtained on companion shipments by the same company, 
and partly because of the limitations of time. - 


CONCLUSIONS 


1. According to documentary evidence, all three GSA contracts have been vio- 
lated in varying degrees and for varying reasons by the contractors. 

2. In the case of the Mae Lama Mining Co., after a thorough examination of & 
lots delivered to GSA and a cursory examination of 12 others, all dating between 
May 1952 and July 1953 and totaling slightly less than 50 percent of all the ore 
shipped under the contract, there is no evidence that any of the ore delivered to 
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GSA under the Mae Lama contract was owned or exported by the Mae Lama 
Mining Co.; and further, there is no convincing evidence that any of the ore 
delivered to GSA under the Mae Lama contract was produced in the Mae Lama 
mines under contract. There is, on the contrary, a plethora of evidence that the 
ore delivered to GSA under the Mae Lama contract has all derived from mines 
other than the Mae Lama mines. 

Comment: The Embassy has no information on where the small legitimate 
production of the Mae Lama mines might have been disposed. It is evident, 
however, that it has not been delivered to GSA under the contract. In all prob- 
ability the ore has been sold through commercial channels, it being much more 
convenient for Mae Lama to fulfill its GSA contract with ore procured in 
Bangkok. This, in and of itself, is a violation of the Mae Lama contract which 
requires that the entire production of the Mae Lama mines be delivered to GSA. 

3. In the case of the U-Tong Thai Co., after a thorough examination of 2 of 
the company’s 11 alleged shipments to GSA, there is no evidence that any of the 
ore delivered to GSA under the U-Tong Thai contract was owned or exported by 
the U-Tong Thai Co. This factor, however, is not critical in view of the general 
phraseology of the U-Tong Thai contract which provides for the delivery of any 
ore from Songkhla and Ranong Provinces of south Thailand and appears not 
even to require that deliveries be made by the U-Tong Thai Co., itself. However, 
there is ample evidence that significant quantities of ore delivered to GSA under 
the U-Tong Thai contract bave originated in Nakorn Srithamarat Province and 
other provinces not under contract. Be that as it may, the Embassy believes that 
it is implicit (and explicit in minor respects) in the U-Tong Thai contract that 
the U-Tong Thai Co. own, export, or at least handle in some small way the ore 
delivered to GSA under its contract. 

Comment: The managing director of the U-Tong Thai Co., informed the 
Embassy on October 12 that he did not consider his company bound to perform 
the contract in its own name and that he had, in fact, assigned complete responsi- 
bility for performance under his contract to the Kian Gwan Co. (Thailand), Ltd., 
by power of attorney. GSA compliance officials may wish to determine whether 
such action is legal under the contract. 

4. In the case of Yip In Tsoi & Co., Ltd., after a thorough examination of 
three representative shipments from different periods of time, there is docu- 
mentary evidence that Yip In Tsoi did in fact take liberties with its GSA contract 
in 1952, as fully admitted by the owner and reported previously, allegedly by 
reason of advice to do so received from the local EPS representative in 1952, 
but there is also documentary evidence that Yip In Tsoi has observed faithfully 
the terms of its GSA contract in 1953 since notified that it must do so. 


DOCU MENTARY EVIDENCE OF CONSPIRACY TO VIOLATE MAE LAMA MINING CO, CONTRACT 


There is attached as enclosure No. 16 a copy of a secret agreement among the 
Kian Gwan Co., the Mae Lama Mining Co., and Capt. Somwang Sarasas, manag- 
ing director of the U-Tong Thai Co., for the purpose of purchasing wolfram ore 
on the open market for delivery to GSA under the Mae Lama contract. This is a 
written agreement designed to violate the Mae Lama Mining Co. contract. An 
original copy of this contract was obtained recently from a confidential source 
whose identity must be protected. 

During a conversation with one of the conspirators on October 12, an officer 
of the Embassy informed him that the Embassy had obtained a copy of this 
agreement. After some hesitation the other party admitted that the agreement 
had been signed by all three parties, but he averred that the agreement had 
never been carried out because of the falling out of the parties to the agreement. 
Additional evidence of the execution of this agreement is a letter dated April 11, 
1953, from the managing director of the Mae Lama Mining Co. to the EPS rep- 
resentative in Bangkok, informing the latter that henceforth the Mae Lama 
Mining Co. would use the Kian Gwan Co. godown in Bangkok as a place to store 
its alleged ore. 

This agreement is considered significant in itself as another example of the 
bad faith of the contractors and of their willingness to conspire to defraud 
the United States Government under the GSA contracts. 

Clauses in this agreement which deserve special comment are the following: 

No. 1: This clause clearly indicates that the agreement was designed to fulfill 
part of the Mae Lama contract. As a result of the speedy delivery required by 
this clause, the Mae Lama Mining Co. attempted immediately in April to obtain 
permission from GSA, in effect, to incerase its July—October monthly deliveries 
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from 60 tons per month to 75. GSA acceded to this request, but rescinded it at a 
later date 

No. 2: This clause reveals that out of every US$65 of gross receipts there 
was to have been a “payoft” of US$2 to a “certain private party.” 

No. 3: This clause reveals the manner in which the spoils were to have been 
divided 

No. 8: This clause clearly indicates that the ore was to have been purchased 
on the open market 

Enclosures : 

No. 1. Letter from the Ambassador to the Minister of Finance, September 


22, 1953 
~9 


No. 2. Office memorandum, September 24, 1953. 
No. 3. Briefing paper for Mr. Hoffnauer on Mae Lama lot No. 45, September 
25, 1953 

Nos. 4 through 15. Fact sheets entitled “Origin of Ore” pertaining to 12 
selected GSA contract lots 


No. 16. Copy of an agreement to violate the Mae Lama contract. 


{Enclosure No, 1] 
[EMBOSSED SEAL. | 


THE FOREIGN SERVICE OF THE UNITED STATES OF AMERICA, 
AMERICAN EMBASSY, BANGKOK, 
September 22, 1958. 
H. E. Major General PHRA BosIBHAND YUDAKIT, 
Vinister of Finance, 
Ministry of Finance, Bangkok. 


Your Exce_LENcy: In connection with an investigation which my government 
is conducting of United States Government contracts for the procurement of 
tungsten (wolframite) concentrates in Thailand, the Embassy is in need of 
information which I understand is available only at the Customs Department. 
Accordingly, I would deeply appreciate your arranging with the Acting Director 
General of Customs to make available to an officer of the Embassy certain 
Customs Department documents covering the following seven shipments of ore 
under those contracts: 

1. Shipper: Siam Factor Company (1951), Ltd., as agent for the Mae Lama 
Mining Company. 
Consignee: General Services Administration, New York, N. Y. 
Shipment: 
(a) 411 bags of wolfram ore, gross weight 20,716 kilos. 
(b) 203 bags of wolfram ore, gross weight 10,192 kilos. 
(c) 203 bags of wolfram ore, gross weight 10,197 kilos. 
Total: 817 bags of wolfram ore, gross weight 41,105 kilos, 
Shipping data: Exported October 31, 1952, from Bangkok on the M. S. “Laura 
Maersk”, bill of lading numbers 21, 22, and 23, respectively. 
Shipper: Siam Factors Company (1951), Ltd., as agent for the Mae Lama 
Mining Company. 
Consignee: General Services Administration, New York, N. Y. 
Shipment (2 Parts): 
(a) 831 bags of wolfram ore, gross weight 41,282 kilos. 
(b) 235 bags of wolfram ore, gross weight 11,815 kilos. 
Total: 1,056 bags of wolfram ore, gross weight 53,097 kilos. 
Shipping data: Exported December 30, 1952, from Bangkok on the M. S. 
“Arnold Maersk”, Bill of Lading numbers 9 and 8, respectively. 
Shipper: Messrs. Tham Rong Company, as agents for the Mae Lama Mining 
Company. 
Consignee: General Services Administration, New York, N. Y. 
Sh pment (3 parts): 
(a) 327 bags of wolfram ore, gross weight 16,449 kilos. 
(b) 520 bags of wolfram ore, gross weight 26,099.6 kilos. 
(c) 224 bags of wolfram ore, gross weight 11,293.4 kilos. 

Total 1,071 bags of wolfram ore, gross weight 53,842.0 kilos. 

Shipping data: Exported May 31, 1953, from Bangkok on the M. 8S. “Olga 

Maersk”. Bill of Lading numbers 4, 5 and 6, respectively. 
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Shipper: Messrs. Yip In Tsoi and Company, Ltd. 
Consignee: General Services Administration, Washington, D. C. 
Shipment (2 parts): 
(a) 264 bags of wolfram ore, gross weight 12,671 kilos. 
(b) 278 bags of wolfram ore, gross weight 12,672.2 kilos. 
Total 542 bags of wolfram ore, gross weight 25,343.6 kilos. 
Shipping data: Exported October 31, 1952, from Bangkok on the M. S. “Laura 
Maersk”. Bill of Lading numbers 8 and 7, respectively. 
5. Shipper: Messrs. Yip In Tsoi and Company, Ltd. 
Consignee: General Services Administration, Washington, D. C. 
Shipment: 244 bags of wolfram ore, gross weight 12.912 kilos. 
Shipping data: Exported May 21, 1953, from Bankok on the M. S. “Laura 
Maersk”. Bill of Lading number 2. 
6. Shipper: Kian Gwan Company (Thailand) Ltd., as shipping agents for Messrs. 
U-Tong Thai Company. 
Consignee: General Services Administration, Washington, D. C. 
Shipment: 408 bags of wolfram ore, gross weight 20,238 kilos. 
Shipping data: Exported October 31, 1952, from Bangkok on the M. S. “Laura 
Maersk”. Bill of Lading number 26. 
Shipper: Kian Gwan Company (Thailand) Ltd., as shipping agents for Messrs. 
U-Tong Thai Company. 
Consignee: General Services Administration, Washington, D. C. 
Shipment: 477 bags of wolfram ore, gross weight 24,041 kilos. 
Shipping data: Exported July 15, 1953, from Bangkok on the M. 8S. “Else 
Maersk”. Bill of Lading number 17. 
Specifically, the Embassy is interested in inspecting the respective “Export 
Entry” forms and all attached documents, including the mines department’s “Ore 
Transport and Export Permit.” The Embassy desires to borrow these documents 
for a short time, say two days, if Your Excellency can extend that favor. If 
not, it would be appreciated if an officer of the Embassy would be permitted 
to inspect the documents at the Custom House and to make notations from them 
The Embassy has attempted to facilitate the assembling of these documents by 
selecting three shipments which were exported at the same time and on the same 
ship, in October 1952. 
I will deeply appreciate your Excellency’s kind cooperation in this matter 
Very truly yours, 


(s) WritrttIAM J. Donovan 





[ENcLosuRE No. 2] 


United States Government office memorandum 
SEPTEMBER 24, 1953. 
To: The Ambassador. 
Subject : Report on Violations of GSA Wolfram Contracts as Revealed by Customs 
Department Documents. 

Tuesday morning (September 22) we obtained the endorsement of the Minister 
of Finance to your letter of the same date, the original of which is attached. 
That afternoon Mr. Spengler was sent to the Customs Department in an effort 
to examine the necessary documents. He was courteously received by the Acting 
Director General of Customs, who declared his willingness to cooperate fully in 
the Embassy’s investigation. 

The Acting Director General turned Mr. Spengler over to the Chief of the 
Export Section, who dropped everything he was doing and worked with him 
for the rest of the afternoon and much of Wednesday. The chief document of 
reference was a ledger maintained by the clerk in charge of ore export, in which 
book each individual exportation of wolfram ore is recorded under the following 
headings: “Exporter, Shipping agent, Carrier, Date of exportation, Export 
permit, Number of bags, Weight, Destination.” As the object of the immediate 
investigation was to determine whether or not the contracting suppliers were 
actually supplying the ore, a perusal of this ledger was sufficient in most cases 
to prove that they were in fact not supplying the ore themselves but rather were 
only lending their names and contract rights to various other organizations which 
have been supplying and exporting the ore in thehir own names. 

In several cases, in order to assure ourselves that complete documentation 
could be obtained in case of later litigation, we inspected the source documents 
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from which the entries in the ledger were made. These documents, all in the 
archives of the Custom House, include the Customs Entry Form, internal 
Transportation Permit, Export Permit issued by the Mines Department, and 
in many cases the original copy of the Royalty Receipt proving conclusively 
the extra-contractual origin of the ore. 

In a day and a half at the Custom House, we tracked down six of the seven 
shipments described in your letter to the Minister of Finance. The seventh 
shipment was too recent to have been thoroughly documented by the Export 
Section; however a prior shipment by the same alleged exporter was investi- 
gated in substitute. The results of this inspection are recorded, case by case, 
on the attached sheets. You may feel free to show these attachments to Mr. 
Hoffnaner during your interview in order to show him what he might have 
discovered. 

It should be pointed out that in spot-checking the performance under the con- 
tracts we selected seven representative shipments more or less at random without 
any advance knowledge of the actual degree of performance under those seven 
shipments (except in Case 4 on which an explanation is made below). It is 
significant, therefore, that in all seven cases the Embassy’s contentions in pre- 
vious reports to Washington, which at the time were based on secondary sources 
and deductive reasoning, have been proved accurate and correct. In some 
instances, in fact, violations of the contracts have proved to have been more 
flagrant even than the Embassy estimated earlier. 

In evaluating the attached information several points should be borne in 
mind: 

1. In the case of the Mae Lama Mining Company (Cases 1, 2 and 3) ore was 
to have been supplied only from the “Mae Lama Mines,” a definite mining prop- 
erty in northwestern Thailand. 

2. In the case of the U-Tong Thai Company (Cases 6 and 7) the contract 
was loosely drawn to require only that the ore derive from mines in Ranong 
and Songkhla Provinces of South Thailand. 

3. In the case of Yip In Tsoi and Company (Cases 4 and 5) the contractor 
has admitted for cogent reasons (namely, the oral authorization of the local 
EPS representative to do so) having supplied extra-contractual ore up to the 
end of 1952, but has alleged that he adhered strictly to his contract after that 
date when he learned that strict compliance would be required. 

4. Despite the loose wording of some of the contracts and the looser con- 
struction of them by all three suppliers, it would appear axiomatic under the 
contracts that the contractors at least handle at some stage the ore which they 
allegedly were supplying to GSA, irrespective of where they had procured it. 
Cases 1, 2, 6, and 7 reveal, however, that the Mae Lama Mining Company and the 
U-Tong Thai Company neither mined, purchased, assembled, stored, documented, 
exported nor otherwise handled the ore in these shipments, the ore having been 
procured and exported for them by other companies. The contractors did. 
however, execute fallacious shipping invoices for presentation to GSA listing 
themselves as the exporters. 


[Enclosure No. 3] 
BRIEFING PAPER FOR MR. HOFFNAUER 


Mar LAMA MINING Co., 
September 25, 1958. 
Lot No. 45: 
Shipper: Messrs. Tham Rong Co., as agents for Mae Lama Mining Co. 
Consignee: General Services Administration, New York, N. Y. 
Carrier: “Olga Maersk,” departed Bangkok May 31, 1953. 
Shipment: 327 bags of wolfram ore, weighing 16,449 kilos (approximately). 
Covered by June 2, 1953, letter (Certificate of Origin) from the Acting Di- 
rector General of the Mines Department. 
Export permit No. 88, May 30, 1953, issued by the Mines Department at 
Bangkok 
Examine the Mines Department copy of the export permit and get the follow- 
ing information: 
1. Was the export permit issued to the Mae Lama Mining Co.? If not, to whom 
was it issued? 
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2. Is a mining lease number given on the export permit? If so, in whose name 
is the lease? 

3. The number of the royalty receipt or receipts will be listed on the export 
permit. What are the royalty receipt numbers? Where were the royalty re- 
ceipts issued? 

(a) Examine the Mines Department copies of the royalty receipts. To 
Whom were they issued and under what authority (mining lease or purchase 
permit) ? 


{ Enclosure No 4 | 
ORIGIN OF ORE, MAK LAMA MINING CO, Lot No. 16 


Lot No. 16: 411 bags, 20,716 kilos, shipped October 


31, 1952, motorship Laura 
Maersk. 


Customs Department export entry information: 


(3 sublots.) (Export entry forms were inspected. ) 


Number 


Owner-exporter Shipping agent hews Export permit No., dat 
Supaphon Co Supaphon Co 133 | 139/2495, Oct. 17, 1952 (Bangkok 

Do do 199 | 141/2495, Oct. 21, 1952 (Bangkok 
Liang Ngiab Co do 59 | 140/2495, Oct. 17, 1952 (Bangkok 


Erport permit information 
(Export permits were inspected. ) 
No. 1389/2495, authorizing export of 1383 bags weighing 111 piculs: 

Issued by Mines Department at Bangkok 

Issued to Supaphon Co. under purchase permit No. 4/2495 

Component ore: 5 lots varying between 5 and 47.71 piculs 

Royalty receipts: 5 receipts, 3 issued by Mines Department in Bangkok, 2 
by provincial mining officer at Suratthani in favor of the Mines Depart 
ment (Notr.—Royalty receipts issued in Bangkok are not surrendered 
to the customs. Suratthani receipts were examined and notes were taken 
Apparently 38 Bangkok receipts were issued by Mines Department to itselt 
or its affiliate, the mines organization. ) 

Vo. 1411/2495, authorizing export of 119 bags weighing 99.74 piculs : 

Issued by Mines Department at Bangkok. 

Issued to Supaphon Co. under purchase permit No. 4/2495 

Component ore: 3 lots (20, 31, and 48.74 piculs ) 

Royalty receipts: 3 receipts, 1 issued by Mines Department in Bangkok to 
itself, 2 issued by Mines Department at Bangkok. (Norre.—As above, 
royalty receipts were not available at customs, but 1 export permit states 
that 1 royalty receipt was issued by Mines Department to itself; other 2 
may also have been issued by Mines Department to itself or to the mines 
organization. ) 

No. 140/2495, authorizing export of (unstated) bags weighing 132.44 piculs: 

Issued by Mines Department at Bangkok. 

Issued by Liang Ngiab Co. under purchase permit No. 7/2495. 

Component ore: 16 lots varying between 1.35 and 40 piculs 

Royalty receipts: 16 receipts, 10 issued by provincial mining officer at 
Nakorn Srithamarat, 3 by mining officer at Suratthani, and 3 by Mines 
Department at Bangkok (NOT! Above 13 royalty receipts from south 
Thailand were examined and notes were taken; 3 from Bangkok were not 
available. ) 

Transit permit information 


The ore under export permits No. 1389/2495 and No. 141/2495 was also covered 
by transit permits authorizing removal of ore from the Supaphon godown in 
Bangkok to customs. This indicates that Supaphon may have procured this ore 
in Bangkok. Transit permits were examined and notes were taken. 
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REMARKS 


1. The name of the Mae Lama Mining Co. appears nowhere in these documents, 
Mae Lama was neither producer, payer of royalty, in-transit shipper, purchaser, 
owner, exporter, nor even shipping agent of any of the ore in lot No. 16. 

2. All the ore in lot No. 16 was purchased by companies other than the Mae 
Lama Mining Co. and was delivered directly by them to GSA. There is no evi- 
dence that any of the ore came from the Mae Lama mines under contract. 

3. The evidence indicates that: 

(a) all the ore under export permits No. 139/2495 and No. 141/2495 was pur- 
chased by the Supaphon Co. from the Mines Department in Bangkok ; and 

(b) all the ore under export permit No. 140/2495 was purchased by the Liang 
Ngiab Go. on the open market in Bangkok and that the ore derived partly from 
the Mines Department but chiefly from small mines in south Thailand at least 
600 miles distant from the Mae Lama mines. 


CONCLUSIONS 


1. The Mae Lama Mining Co. had nothing whatsoever to do with lot No. 16 
under its GSA contract except to lend the use of the contract to the Supaphon 
Co. and the Liang Ngiab Co. 

2. Lot No. 16, which the United States Government was under no contractual 
obligation to purchase, was procured by the Supaphon Co. and the Liang Ngiab 
Co. at low cost on the open market and was resold to GSA for $93,242.64. The 
approximate open-market price of this ore on October 31, 1952 (computed at 
average open-market wolfram price during October and baht-dollar rate on 
October 31) was $76,607 


{Enclosure No. 5] 
ORIGIN OF ORE, Mark LAMA MINING Co. Lots No. 17 AND 18 


Lot No. 17: 203 bags, 10,192 kilos, shipped October 31, 1952, M. S. Laura 
Maersk. 

Lot No. 18: 203 bags, 10,197 kilos, same shipping date. 

(All data taken from Customs Department, export section, ledger book.) 
Customs Department export entry information 

Two sublots, unequally divided. 


Owner-exporter | Shipping agent eo moon Export permit No., date 
Mines Department Mae Lama Mining Co 36 | 148/2495 Oct. 29, 1952 (Bangkok) 
Do do 370 | 147/2495 Oct. 28, 1952 (Bangkok) 


Export permit information: 
No. 148/2495, authorizing export of 36 bags weighing 30.01 piculs: 

Issued by Mines Department, Bangkok, to itself. 

Export permit not inspected due to information already obtained on a com- 
panion lot (No. 16) and obvious indication that this ore also originated 
with the mines department. 

Royalty receipts would not have been available at Customs. 

No. 147/2495, authorizing export of 370 bags weighing 205.97 piculs: 

Same as under export permit No. 148/2495, above. 


REMARKS 


1. While these 2 lots originally comprised 2 greatly unequal units (36 bags 
under export permit No. 148/2495 and 370 bags under No. 147/2495), the Mae 
Lama Mining Co., as shipping agent chose to submit them to GSA as 2 equal 
lots of 203 bags each. 

2. The significance of the above information is that the ore in Mae Lama 
lots No. 17 and 18 was actually owned and exported by an organization other 
than the Mae Lama Mining Co., and that the Mae Lama Mining Co. served only 
as shipping agent in the transaction, clearing the ore through customs and af- 
ranging for its shipment aboard a vessel 
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8. While the origin of the ore was not traced in these cases, the fact that it 

was in the hands of the Mines Department suggests that the ore originated in 

the Government-owned wolfram mines in the Pilok Mountains of Hanchanaburi 

Province or was collected by the Mines Department as royalty in kind. A full 

investigation at a later date would, in the Embassy’s opinion, substantiate that 
assumption. 


CONCLUSIONS 


1. There is no evidence that the Mae Lama Mining Co. either produced or 
owned the ore delivered to GSA as lots No. 17 and 18 under its contract. Ap 
parently its only connection with these transactions was to lend the use of 
its GSA contract and its services as shipping agent to the exporter. 

2. The ore in lots 17 and 18, which the United States Government was under 
no contractual obligation to purchase, was in all probability procured at rela- 
tively low cost and was resold to GSA at the highly advantageous price of 
$92,508.66. 

[Enclosure No. 6] 
ORIGIN OF JRE, MAE LAMA MINING Co., Lor No. 25 


Lot No. 25: 831 bags, 41,282 kilos, shipped December 30, 1952, Arnold Maersk. 
Customs department export entry information 
Four sublots. Export entry forms were inspected. 


Number of 








Owner-exporter Shipping agent bags Export permit No., date 
Mines Department Supaphon Co 276 | 168/2495, Dec. 15, 1952 (Bangkok 
Do = a 332 | 172/2495, Dec. 19, 1952 (Bangkok 
Do do 111 | 176/2495, Dec. 23, 1952 (Bangkok) 
Do do 102 | 179/2495, Dec. 25, 1952 (Bangkok) 
Total 4 821 


Export permit information 
Export permits were inspected. 
No. 168/2495, authorizing export of (unstated) bags weighing 230.67 piculs: 
Issued by Mines Department, Bangkok, to itself. 
Issued under mining lease No. 295/5800, located in Pilok Subdistrict, Thong- 
papoon District, Kanchanaburi Province. 
States location of ore before shipment to be at the Mines Organization. 
Component ore: 230.67 piculs under royalty receipt No. 140/2495. 
Royalty receipt No. 140/2495 issued by the Mines Department at Bangkok, 
April 22, 1952, covering 406 piculs, of which only 230.67 piculs were shipped 
under export permit No. 168/2495. 
(Nore.—Royalty receipt No. 140/2495 was not available at Customs. ) 
No. 172/2495, authorizing export of (unstated) bags weighing 277.33 piculs: 
Issued by Mines Department, Bangkok, to itself. 
Issued under mining lease Nos, 297/5797, 298/5798, and 304/5799, located in 
the same subdistrict as under export permit No. 168/2495. 
States location of ore before shipment to be Mines Organization. 
Component ore: 277.33 piculs under royalty receipt No, 135/2495. 
Royalty receipt No. 135/2495 issued by Mines Department at Bangkok, April 
22, 1952, covering 300 piculs, of which only 277.33 piculs were shipped under 
this export permit. 
( NoTrE.—As above, the royalty receipt was not available. ) 
No. 176/2495, authorizing export of (unstated) bags weighing 92.77 piculs: 
Issued by Mines Department, Bangkok, to itself. 
Issued under mining lease Nos. 297/5797, 298/5798, and 304/5799 
as above). 
States location of ore before shipment to be Mines Organization. 
Component ore: Two lots, 70.10 and 22.67 piculs covered by royalty receipts 
Nos. 172/2495 and 1385/2495, respectively. 
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Royalty receipts: No. 172/2495 issued by Mines Department, Bangkok, to 
itself, on May 6, 1952, covering 133.33 piculs of ore, of which only 70.10 
piculs were shipped under this export permit; No. 135/2475 issued by 
Mines Department at Bangkok, April 22, 1952 (same permit as that used 
with export permit No. 172/2495, above). 

( Nort As above, the royalty receipts were not available. ) 

No. 1799/2495, authorizing export of (unstated) bags weighing 85 piculs: 

Issued by Mines Department, Bangkok, to itself 

Issued under mining lease Nos. 297/5797, 298/5798, and 304/5799 (same as 
above) 

States location of ore before shipment to be Mines Organization. 

Component ore: S5S piculs under royalty receipt No. 174/2495. 

Royalty receipt No. 174/2495 issued by Mines Department at Bangkok, May 6, 
1952, covering 116.67 piculs of ore, of which only 8&5 piculs were shipped 
under this export permit 

(NoT8é.—As above, the royalty receipt was not available.) 


Transit permit information 


Transit permits were inspected. Each of the above four export permits was 
iccompanied by the required transit permit authorizing removal of the ore from 
the godown of the Mines Organization to Customs. These transit permits, which 
are customarily made out and issued by the shipper himself, are all signed by the 
Director General of the Mines Department, in his capacity as head of the Mines 
Organization rather than in his official capacity as Director General. The transit 
permits are dated to correspond with the respective export permits. 


REMARKS 


1. These cases are significant in that they exemplify violations of the Mae Lama 
contract even more flagrant than those under lots Nos. 17 and 18 (above), inas- 
much as the Mae Lama Mining Co. was not even employed as shipping agent 
in lot No. 25. The name of the Mae Lama Mining Co. appears nowhere in the 
official documents, either as producer, in-transit shipper, purchaser, owner, 
exporter, or shipping agent. The Mines Department apparently handled the 
entire transaction through the Mines Organization and the Supaphon Co. 

2. The fact that the Mines Department has listed mines under mine lease Nos. 
295 /5800, 2907/5797, 2998/5798, and 304/5799, as the origin of the ore in the four 
sublots which make up lot No. 25 confirms information which the Embassy has 
received to the effect that the Mines Department, through the Mines Organization, 
markets not only the ore produced in its own mines in Kanchanaburi Province 
but also ore produced by small miners in the same province. Three of these 
leases, Nos. 2095/5800, 297/5797 and 298/5798, were reported in a previous com- 
munication to be in the names of Nai Chamras Noklek, Nai Chat Manoch, and the 
Prachuab Dee Co., respectively; the Embassy has just learned that the fourth 
lease, No, 304/5799, is in the name of Prachaub Dee Co. All four are located in 
Kanchanaburi Province 


CONCLUSIONS 


1. The Mae Lama Mining Co. had nothing whatsoever to do with lot No. 26 
under its GSA contract except to lend the use of the contract to the exporter. 

2 As in the case of lots No. 17 and 18, the ore in lot No. 25, which the United 
States Government was under no contractual obligation to purchase, was pro- 
cured by the exporter at low cost from small producers or large mines in Kan- 
chanaburi Province and was resold to GSA for $185,012.10. The approximate 
open market value of the ore in lot No. 25 was, on December 30, 1952, $144,590, 
but this ore may have been produced at an even lower figure. 
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[Enclosure No. 7] 


ORIGIN OF ORE, MAE LAMA MINING Co., Lor No, 26 


- =<) 


Lot No, 26; 235 bags, 11,815 kilos, shipped December 30, 1952, Arnold Maersk. 
(All data taken from Customs Department, Export Section, ledger book.) 
Customs Department export entry information 


2 sublots. 


. Numb . 
Owner-ex porter Shipping agent phy ae: . Export permit number, dat 
Mines Department Mae Lama Mining Co 36. | «1177/2495, Dec. 24, 1952 (Bangkok 
Do do 199 180/2495, Dee, 25, 1952 (Bangkok 


Export permit information 
No. 177/2495, authorizing export of 36 bags weighing 29.44 piculs: 
Issued by mines department, Bangkok. 
Export permit not inspected because of limited time and because full infor- 
mation on a companion lot (No. 25) appeared to be conclusive. 
Royalty receipts would not have been available at the customs if royalty 
had been paid in Bangkok 
No. 180/2495, authorizing export of 199 bags weighing 164.61 piculs: 
Same as under No. 177/2495 above. 


REMARKS 


Again, the special significance of this information is that the Mae Lama Min- 
ing Co. served only as shipping agent. (See lots No. 17 and 18.) 


CONCLUSIONS 


1. It is evident that the Mae Lama Mining Co. neither produced nor owned 
the ore delivered to GSA as lot No. 26 under its contract, and that its only 
connection with this transaction was to lend the use of its GSA contract and 
is services as shipping agent to the exporter. 

2. The ore in lot No. 26, which the United States Government was under no 
contractual obligation to purchase, was in all probability procured at relatively 
low cost (see lots No. 17 and 18), and was resold to GSA at the highly advan- 
tageous price of $53,788.80. The approximate open market value of this ore 
on December 30, 1952, was $40,914, but as in previous cases this ore may have 
been obtained at a much lower cost. 


[Enclosure No. 8] 
ORIGIN OF ORE, MAE LAMA MINING Co., Lot No. 45 
Lot No. 45: 327 bags, 16,449 kilos, shipped May 31, 1953, motor ship Olga 
Maersk. 


Customs Department export entry information 
Export entry form was inspected. 


Number 


Owner exporter Ship z age 
I pping agent of bags 


Export permit number, date 


Mines department Mae Lama Mining Co 327 | 88/2496 May 30, 1953 (Bangkor) 
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Export permit information 
Export permit was inspected. 
No. 88/2496, authorizing export of (unstated) bags weighing 272.50 piculs: 

Issued by Mines Department, Bangkok, to itself. 

Issued under mining lease No. 8413/6296 located in Mae Lama Subdistrict, 
Me Sarieng District, Mehongsorn Province. 

States location of ore before shipment to be 15 Pachart Street, Bangsue 
Bangkok. (Comment: This is the address of the Supaphon Co.) 

Component ore: 272.50 piculs under royalty receipt No. 174/2496. 

Royalty receipt No. 174/2496 issued by the Mines Department at Bangkok 
to itself, May 16, 1953, covering 325.15 piculs, of which only 272.5 piculs 
were shipped under export permit No. 88/2496. (Norre.—Royalty receipt 
was not available at the customs.) 


REMARKS 


1. The export entry listed the Mines Department as “owner” and the Mae Lama 
Mining Co. merely as “shipping agent.” 

2. The declaration on the export permit that the ore derived from the Mae 
Lama Mines appears to be inconsistent with the fact that the ore was owned by 
the Mines Department. No explanation is available at this time. 


CONCLUSIONS 


1. The evidence indicates that the Mae Lama Mining Co. did not own the ore 
delivered to GSA as lot No. 45 under its contract and that its only probable con- 
nection with this transaction was to lend the use of its contract and its services 
as shipping agent to the exporter 

2. The ore in lot No. 45, which the United States Government was under no 
contractual obligation to purchase, was in all probability procured at low cost 
and was resold to GSA at the highly advantageous price of $77,471.55. The 
approximate open market value of this ore on May 31, 1953, was $44,333, but this 
ore may have been obtained at an even lower price. 


[Enclosure No. 9] 
ORIGIN OF ORE, MAk LAMA MINING Co., Lot No. 46 
Lot No. 46: 520 bags, 26,099 kilos, shipped May 31, 1953, MS Olga Maersk. 


Customs Department—Erport entry information 
Export entry form was inspected. 


Number of 
Owner-exporter Shipping agent bags Export permit No., date 


Supaphon Co Mae Lama Mining Co 520 | 82/2496, May 22, 1953 (Bangkok). 


Export permit information 
Export permit was inspected. 
No. 82/2496, authorizing export of 520 bags weighing 433.10 piculs: 

Issued by mines department, Bangkok. 

Issued to Supaphon Co, under purchase permit No. 20/2496. 

Component ore: Four lots varying in amount. 

Royalty receipts: No. 152/2496 April 30, 1958, No. 188/2496 May 22, 1953, 
No. 94/2496 March 12, 1953, and No. 165/2496 May 8, 1953, all issued by 
the mines department in Bangkok to itself. 

(Royalty receipts were not available at the customs but numbers and dates 
were recorded on the export permit.) 


REMARKS 


This case differs from lot No. 45 in that the ore was owned and exported by 
the Supaphon Co., rather than the mines department, employing the services of 
the Mae Lama Mining Co. only as shipping agent. The name of the Mae Lama 
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Mining Co, does not appear anywhere on the documents covering this trans- 
action except as shipping agent on the export entry form. 


CONCLUSIONS 


1. The evidence indicates that the Mae Lama Mining Co. had nothing whatso- 
ever to do with lot No. 46 under its contract except to lend the use of the contract 
and its services as shipping agent to the exporter. 

2. The ore in lot No. 46, which the United States Government was under no 
contractual obligation to purchase, was in all probability procured at low cost 
and was resold to GSA for $117,390. The approximate open-market value of 
this ore on May 31, 1953, was $70,364, but this ore may have been obtained at a 
much lower cost. 

{Enclosure No. 10] 


ORIGIN OF OrE, MAE LAMA MINING Co., Lot No. 47 


Lot No. 47: 224 bags, 11,298 kilos, shipped May 31, 19538, motorship Olga 
Maersk. 


Custems department export entry information 


Export entry form was inspected. 


3 ; Number > 
Owner-exporter Shipping agent na aaa Export permit No., date 


Mines department. -| Mae Lama Mining Co | 224 | 87/2496 May 30, 1953 (Bangkok 


Eaport permit information 
Export permit was inspected. 
No. 87/2496, authorizing export of (unstated) bags weighing 186.99 piculs: 

Issued by mines department, Bangkok, to itself. 

Issued under mining lease No. 8400/6265 located in Mae Lama subdistrict, 
Me Sarieng district, Mehongsorn Province. 

States location of ore before shipment to be 15 Pacharat Street, Bangsue, 
Bangkok. (Comment: As in lot No. 45, this is the address of the Supaphon 
Co.) 

Component ore: 186.99 piculs under royalty receipt No. 175/2496. 

Royalty receipt No. 175/2496 issued by mines department at Bangkok to 
itself, May 16, 1953, covering 236.48 piculs of which only 186.99 piculs were 
shipped under export permit No. 87/2406. 

(Nore.—Royalty receipt was not available at Customs. ) 


REMARKS 


1. The export entry listed the mines department as “owner” and the Mae Lama 
Mining Co. merely as “shipping agent.” 
2. Same as remark 2 under lot No. 45. 


CONCLUSIONS 


1. The evidence indicates that the Mae Lama Mining Co. did not own the ore 
delivered to GSA as lot. No. 47 under the contract and that its only probable 
connection with this transaction was to lend the use of its contract and its services 
as shipping agent to the exporter. 

2. The ore in lot No. 47, which the United States Government was under no 
contractual obligation to purchase, was in all probability procured at low cost and 
was resold to GSA for $52,061.10. The approximate open market value of this 
ore on May 31, 1953, was $30,379, but this ore may have been obtained at an even 
lower price. 

[Enclosure No. 11] 


OWNERSHIP OF ORE DELIVERED TO GSA as MAE LAMA MintNG Lots Nos. 27 To 40 
While inspecting the customs documents pertaining to the foregoing eight 


alleged Mae Lama Mining Co. lots, the customs export section’s ledger was 
scanned for background information on other alleged Mae Lama Mining Co. 
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shipments. In the limited time available, data were obtained on lots Nos. 27 
through 40 (except lots Nos. 28 and 39) which reveal that all the ore in these 
additional 12 lots was owned and exported by organizations other than the Mae 
Lama Mining Co. 

In a total of 20 alleged Mae Lama lots investigated (comprising slightly less 
than 50 percent of the total ore delivered to GSA under the Mae Lama Mining Co. 
contract) in not a single instance has the Mae Lama Mining Co. been found to 
have been the producer, owner, and exporter of any of the ore. 


Table of data on additional Mae Lama Mining Co. lots 


Number 


N Owner-Exporter shipping agent af hina Export permit number, date 
27 | Mine epartment Mae Lama Mining Co 188 | 26/2496 Feb. 9, 1953 (Bangkok 
30 | 23/2496 Feb. 9, 1953 (Bangkok 
5 16/2496 Jan. 24, 1953 (Bangkok 
42 | 5/2496 Jan. 8, 19583 (Bangkok) 
130 | 13/2496 Jan. 20, 1953 (Bangkok 
420 
29 ) 218 | 6/2496 Jan. 9, 1953 (Bangkok) 
188 30/2496 Feb. 20, 1953 (Bangkok). 
406 
3( de _- Ta 406 | 32/2496 Feb. 20, 1953 (Bangkok) 
do ‘ do... 203 | 31/2496 Feb. 20, 1953 (Bangkok). 
32 d : ? i 481 35/2496 Feb. 26, 1953 (Bangkok) 
an |) { 100 | 3/2496 Jan. 6, 1953 (Bangkok). 
34 |psupaphon Ci do-__. 4 306 | 10/2496 Jan. 19, 1953 (Bangkok) 
34 | 345 | 45/2496 Mar. 12, 1953 (Bangkok) 
Mines department do 18 | 27/2496 Feb. 11, 1953 (Bangkok) 
38 | 34/2496 Feb. 26, 1953 (Bangkok 
21 42/2496 Mar. 10, 1953 (Bangkok) 
180 | 43/2496 Mar. 11, 1953 (Bangkok 
ate 
}Supap! on Co do 813 | 50/2496 Mar. 19, 1953 (Bangkok 
38 | Mines department lo 222 | 56/2496 Mar. 27, 1953 (Bangkok 
40 do do 43 | 57/2496 Mar. 31, 1953 (Bangkok). 





7 } Apr. 30, 1953 (Bangkok) 
46 | 79/2496 May 9, 1953 (Bangkok) 
82 | 80/2496 May 9, 1953 (Bangkok 


CONCLUSIONS 


It was our original intention to spot check eight representative Mae 
Lama Mining Co. lots, selected more or less at randon, but we have 
ended up with a sample representing slightly less than half the total 
quantity of ore delivered to GSA under the Mae Lama contract. 
With this rather comprehensive coverage of the contract deliveries, at 
least during the last year and one-quarter of the contract’s operation, 
it is justified to conclude— 

1. that the Mae Lama Mining Co. did not own or export in its own 
name any of the ore delivered to GSA under its contract. 

2. that none of the ore delivered to GSA under the Mae Lama Min- 
ing Co. contract appears to have derived from the Mae Lama mines 
under contract. 
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| Enclosure No, 12] 
ORIGIN OF ORE, U-Tone THat Co. Lor No. 5 
Lot No. 5: 408 bags, 20,238 kilos, shipped October 31, 1952, M. 8. Laura Vaersk 


Customs Department export entry information 
2 sublots. Export entry form was inspected. 


Owner-exporte Shipping agent 


Kian Gwan Co Kian Gwan Co 149 45/2495 Oct. 28, 1952 (Bangkok 
Do do 54 146/2495 Oct. 28, 1952 (Bangkok 


Export permit information 
Export permits were inspected. 
No. 145/2495, authorizing export of (unstated) bags weighing 124.40 piculs: 

Issued by Mines Department at Bangkok. 

Issued to Kian Gwan Co. under purchase permit No, 25/2495 

States location of ore before shipment to the Kian Gwan Co., Suriwongse 
Road, Bangkok. 

Component ore: 5 lots varying between 1 and 52.60 piculs covered by various 
royalty receipts. 

Royalty receipts: 5, of which 1 (No. 272/2495) was issued by the Mines 
Department in Bangkok on August 15, 1952, and the other 4 were issued by 
the provincial mining officer in Songkhla, South Thailand, on various dates 
in 1952. 


(NorE.—Royalty receipts issued at Songkhla were inspected but notes 
were not taken because of the limited time available. They appeared to be 
in the names of miners and traders in Songkhla Province. The royalty 
receipt issued in Bangkok was not available. ) 


No. 146/2495, authorizing export of (unstated) bags weighing 212,11 piculs: 

Issued by Mines Department at Bangkok. 

Issued to Kian Gwan Co. under purchase permit No. 29/2495. 

States location of ore before shipment to be the Kian Gwan Co., Suriwongse 
Road, Bangkok. 

Component ore: 10 lots varying between 5.70 and 60 piculs covered by various 
royalty receipts. 

Royalty receipts: 10, issued between December 1951 and October 1952 by the 
provincial mining officer in Ranong Province, north Thailand. 


(Note.—As above, the royalty receipts were inspected but notes were not 
taken. ) 


REMARKS 


1. All the ore in U-Tong Thai lot No. 5 was acquired, owned, and exported 
directly to GSA by the Kian Gwan Co., which also acted as its own shipping 
agent. The name of the U-Tong Thai Co. appears nowhere in the official docu- 
ments, either as purchaser, owner, exporter or even shipping agent. 

2. The U-Tong Thai Co. contract with GSA was drawn in general phraseology 
permitting the delivery to GSA of any ore mined in Ranong or Songkhla Proy- 
inces of south Thailand. Nowhere does the U-Tong Thai Co. contract specifi- 
cally state that the ore must be produced, procured, owned, or shipped by U-Tong 
Thai Co., but it would seem implicit in the contract that the U-Tong Thai Co. 
have some direct connection with the deliveries. The ore apparently derived 
from mines in Ranong and Songkhla Provinces, except for one component unit 
in lot No. 5 (a quantity of about 26 piculs covered by royalty receipt No. 
272/2495) registered in Bangkok and probably originating in a province other 
than Ranong or Songkhla. Therefore, it would appear that not all the ore in 
lot No. 5 was delivered in accordance with the contract. 
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CONCLUSIONS 


1. The U-Tong Thai Co. had no connection whatsoever with the acquisition or 
delivery to GSA of the ore comprising lot No. 5 submitted under its contract. 
Its only function was to lend the use of its contract to the Kian Gwan Co. 

2. The ore in lot No. 5, part or all of which the United States Government 
might have been under no contractual obligation to purchase, was purchased by 
the Kian Gwan Co. at the relatively low prices prevailing in the open markets 
in Bangkok and in south Thailand at the time, and was resold to GSA for 
$88,070.11. 


{Enclosure No. 13] 
ORIGIN OF ORE, U-Tone TxHat Co. Lor No. 6 
Lot No. 6: 304 bags, 15.272 kilos, shipped December 31, 1952, M. 8S. Olga Maersk 


Customs Department export entry information 
2 sublots. Export entry form was inspected. 


Number 


Owner-exporter Shipping agent | Export{permit number, date 


of bags 
Kian Gwan Co Kian Gwan Co | 128 | 181/2495 Dec. 27, 1952 (Bangkok). 
Do do 176 Do, 


Export permit information 
Export permits were inspected. 
No. 181/2495, authorizing export of (unstated) bags weighing 106.50 piculs: 

Issued by Mines Department at Bangkok. 

Issued by Kian Gwan Co. under purchase permit No. 29/2495. 

States location of ore before shipment to be the Kian Gwan Co., Suriwongse 
Road, Bangkok 

Component ore: 4 lots varying between 16.50 and 40 piculs covered by the 
following royalty receipts. 

Royalty receipts: Nos. 127/2495, 131/2495, 1383/2495 and 1384/2495, issued 
in November and December 1952 by the provincial mining officer in 
Songkhla, south Thailand. 

These royalty receipts were inspected and notes were taken. They were 
found to be in the names of persons resident in Songkhla holding trading 
permits. 

No. 182/2495, authorizing export of (unstated) bags weighing 146.41 piculs: 

Issued by Mines Department at Bangkok. 

Issued to Kian Gwan Co., as above. 

States location of ore, as above. 

Component ore: 6 lots varying between 7.41 and 50 piculs. 

Royalty receipts: 6 receipts, 5 issued by the provincial mining officer in 
Songkhla, and 1 (No. 316/2495) issued by the mining officer in Nakorn 
Srithamarat Province on December 16, 1952. 

These royalty receipts were inspected and notes were taken. They were 
found to be in the names of individual traders in Songkhla and in the 
name of a trading company in the case of the Nakorn Srithamarat receipt. 

Transit permit information 
Two transit permits executed on December 29, 1952, permitting the transfer of 
ore from the Kian Gwan godown to the customs, were also inspected. They 


indicate that the ore was assembled for export in Bangkok, rather than in 
south Thailand where it originated. 


REMARKS 


1. It will be noted that the U-Tong Thai shipment about which information 
was requested in the letter to the Minister of Finance was lot No. 7. It was 
discovered that the papers pertaining to lot No. 7 had not, at the time of the 
Embassy’s investigation, cleared the Customs Department and had not been 
entered in the ledger book. Therefore, lot No. 6 was substituted. 
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2. As in the case of lot No. 5, all the ore in lot No. 6 was acquired, owned, and 
exported directly to General Services Administration by the Kian Gwan Co. which 
also acted as its own shipping agent. The name of the U-Tong Thai Co. appeared 
nowhere in the official documents on the transaction. 

3. (See remark No. 2 on U-Tong Thai lot No. 5.) The case of lot No. 6 
represents an even more obvious breach of the terms of the U-Tong Thai contract 
in that a quantity of ore (20 piculs under royalty receipt No. 316/2495) derived 
from Nakorn Srithamarat Province, a province not under contract. The royalty 
receipt was inspected and found to be in the name of the Saha Larthai Paktai 
Co., of Nakorn Srithamarat. The delivery of this ore, though relatively small 
in quantity, constitutes a breach of the U-Tong Thai contract even under a strict 
construction of the terms of the contract. 


CONCLUSIONS 


1. The U-Tong Thai Co. had no connection whatsoever with the acquisition 
or delivery to General Services Administration of the ore comprising lot No. 6 
under its contract. Its only function was to lend the use of the contract to the 
Kian Gwan Co. The contract was violated in the delivery of ore from a province 
or provinces not under contract. 

2. The ore in lot No. 6, part or all of which the United States Government 
was under no contractual obligation to purchase, was purchased by the Kian 
Gwan Co. at the relatively low prices prevailing in the open markets in Bangkok 
and south Thailand at the time, and was resold to General Services Admin 
istration for $68,226.47. 


[Enelosure No. 14] 
ORIGIN OF ORE, Yrp IN Tsor Co. Lors No. 9 AND 10 


Lot No. 9: 264 bags, 12,671 kilos, shipped October 31, 1952, Laura Maersk 
Lot No. 10: 278 bags, 12,672.6 kilos, same ship 
Customs Department export entry information 


Export entry forms were inspected. 


Lot : Number of : . 
number Owner-ex porter Shipping agent bas Export permit number, date 
9 Yip In Tsoi Co East Asiatic Co "4 | 64/2495 Mar. 10, 1952 (Nakorn Sritha- 
marat 
10, Yip In Tsoi Co East Asiatic Co 278 | 66/2495 Jan. 10, 1952 (Nakorn Sritha- 
marat 


Export permit information 
Export permits were inspected. 
No. 64/2495, authorizing export of 264 bags weighing 210 piculs: 
Issued by the provincial mining officer at Nakorn Srithamarit, south 
Thailand. 
Issued to Yip In Tsoi & Co. under purchase permit No. 1/2495. 
States location of ore before shipment to be Yip’s godown in Bangkok. 
Component ore: 21 lots varying between 1 and 45 piculs. 
Royalty receipts: 21 receipts, 15 from Nakorn Srithamarat Province, 4 from 
Songkhla Province and 2 from Yama Province, all in south Thailand. 
(Notr.—All 21 royalty receipts were inspected and notes were taken. Bight of 
the receipts covering 57 percent of the ore were issued in Yip In Tsoi and rep- 
resent ore from its own mines; the remaining 13 receipts covering 43 percent of 
the ore were issued to small traders in all 3 provinces. ) 
No. 66/2495, authorizing export of 278 bags weighing 210 piculs: 
Issued by the provincial mining officer at Nakorn Srithamarat. 
Issued to Yip In Tsoi as above. 
States location of ore as above. 
Component ore: 12 lots varying between 10 and 40 piculs 
Royalty receipts: 12, 5 from Nakorn Srithamarat, 4 from Yala, and 3 from 
Songkhla Provinces. 
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(Notr.—All 12 royalty receipts were inspected and notes were taken. Four of 
the receipts covering 38 percent of the ore were issued to Yip In Tsoi and rep- 


resent ore from its own mines; the remaining 8 receipts covering 62 percent of 
the ore were issued to small traders in all 3 provinces. ) 
Transit permit information 

30th above-mentioned shipments of ore were covered by transit permits exe- 
cuted by the Yip In Tsoi & Co. representative at Tong Song district, Nakorn 
Srithamarat Province, the first on October 6 and the second on October 16, 1952. 
These certificates accompanied the ore from south Thailand to Bangkok and 
were surrendered to the Customs Department, where they were inspected. Yip 
In Tsoi maintains a branch office at Tung Song. 


REMARKS 


1. All the ore in these two lots was owned by Yip In Tsoi and was exported 
to GSA by the contractor. Part of the ore was produced in Yip In Tsoi’s own 
mines in south Thailand, but part was purchased from traders in the same area. 
The latter, of course, constitutes a breach of the Yip In Tsoi contract which 
requires that the ore derive from five specific mines operated by Yip In Tsoi in 
south Thailand. 

2. The information just obtained from the Customs Department on lots No. 9 
and 10 (above) verifies to the last detail the report on those lots submitted 
voluntarily by Mr. Yip In Tsoi in April and reported to Washington on May 11. 

3. Lots No. 9 and 10 illustrate more clearly than any of the foregoing Mae 
Lama or U-Tong Thai lots what might be considered normal documentation of 
wolfram ore for export under a GSA contract. The royalty receipts are available, 
the export permits were issued in the area in which the ore was mined, and the 
export entries indicate that the ore was actually owned and exported by the con- 
tractor 


CONCLUSIONS 


1. Of the 210 piculs of ore in lot No. 9, Yip In Tsoi & Co. had prowured 91 
piculs on the open market in south Thailand, in violation of its GSA contract. 
Of the 210 piculs in lot No. 10, the company had procured 130 piculs on the 
open tmnarket 

2. The United States Government was under no contractual obligation to 
purchase 221 of the 420 piculs delivered by Yip In Tsoi as lots No. 9 and 10 
under its GSA contract The total payment for these lots was $55,993.80. 


[Enclosure No. 15] 
ORIGIN OF ORE, YrP InN Tsor Lor No. 20 


Lot No. 20: 244 bags, 12,912 kilos, shipped May 21, 1953, M. S. Laura Maersk. 
Customs Department export entry information 

Export entry form was inspected. 

Owner-exporter : Yip In Tsoi & Co. 

Shipping agent: East Asiatic Co. 

Number bags: 224. 

Export permit number and date: 33/2496 May 4, 1953 (Nakorn Srithamarat). 
Export permit information 

Export permit was inspected. 

No. 33/2496, authorizing export of 244 bags weighing 212 piculs: 

Issued by the provincial mining officer at Nakorn Srithamarat, south 
Thailand. 

Issued to Yip In Tsoi under purchase permit No. 1/2496. 

States location of ore before export to be Yip’s godown in Bangkok. 

Component ore: 5 lots varying between 18 and 50 piculs. 

Royalty receipts: 5 receipts, 4 issued at Songkhla Province and 1 in Nakorn 
Srithamarat Province, in February, March, and April, 1953. 

Royalty receipts were inspected. Four were in the name of Yip In Tsoi, 
and one in the name of the Khao Kiam Mine which Yip In Tsoi operates 
under sublease. Each royalty receipt bears a mine lease number which 
corresponds with 1 of 3 mines under contract, namely, the Sin San, Wang 
Phra, and Khao Kiam mines. 
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Transit permit 
This ore was covered by a transit permit which was inspected. 


REMARKS 


1. This is the first GSA contract lot examined which was regular in every 
respect. The ore derived from mines under contract and was owned and ex 
ported by the contractor. This is evidence that Yip In Tsoi & Co. has been 
attempting conscientiously to observe the terms of its GSA contract, according 
to the manager’s allegations, ever since it was informed in November 1952 that 
strict compliance would henceforth be required. 

2. The set of documents covering lot No. 20 was an even better example of 
normal documentation under a GSA contract than the set covering lots No. 
9 and 10. 


CONCLUSION 


Apparently the ore in Yip In Tsoi lot No. 20 was produced, owned and exported 
by the contractor. There was no apparent irregularity of any kind in this lot 


[Enclosure No. 16] 
KIAN GWAN COMPANY (THAILAND) LTp. 


Importers & Exporters Manufacturers Representatives 
283 Suriwongse Road 
P, O. Box 21 


BANGKOK, April 1953. 


Confidential. 
Messrs. MAg-LAMA MINING Co., 


176, Chaiyapume Road, 
Chiengmai, Thailand. 


Attn: Mr. Kasian Suvanaphokin 
Bangkok Representative with 
power of attorney. 


WOLFRAM WORKING AGREEMENT 


DeAR Sirs: Referring to the discussions we had with you the other day at 
the Oriental Hotel, Bangkok, at which were present, besides you and the under- 
signed, Captain Somvong Sarasas, Mr. Levitsky, and our Dr. Tanner, we here- 
with confirm the conclusions arrived at as a result of our discussions. 

(1) That Kian Gwan Co. (Thailand) Ltd. will help carrying out part fulfil- 
ment of your Contract with the General Services Administration of the U. S. A 
GS—-OOP-474 (SCM) dated Jan. 19, 1952, up to 300 (Three Hundred) long tons 
of Wolframite Ore, in monthly shipments of not less than ten (10) tons per 
month commencing from May, 1958, and will try to increase this monthly quantity 
as much as possible during the months May to August, 1953, in order to deliver 
as large a portion of the Contract as possible 

Provided that Mae-Lama’s interests be considered in top priority regarding 
each monthly shipment. On this particular point Mr. Suchat Sucharitakul or 
Captain Somwang Sarass, in the former’s absence, shall give us instructions. 

(2) Kian Gwan Co. (Thailand) Ltd. shall receive payment from the Bangkok 
Bank Ltd. on the Letter of Credit now with the said bank, with yourselves as 
beneficiary, @ US &. 65.—(US. Dollars Sixty-five) per long ton unit, of which 
price US $ 2.—(Two Dollars will be reserved for a certain private party. This 
amount to be handed to Captain Somvang Sarasas for immediate remittance 
after we have received payment on the L/C 80%. 

(3) The profit derived from the proceeds at the balance sale price viz: 
US §$. 63.—per long ton unit will be allocated as shown below: 


(a) Kian Gwan Co. (Thailand) Ltd 5 50% (Fifty per-cent) 
(b) Yourselves —_- 30% (Thirty per-cent) 


(c) Captain Somvang Sarasas 20% (Twenty per-cent) 


the profit to be divided after shipment, on the payment received at 80% of the 
sale price as provided in the terms of the Letter of Credit. 








232 CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 


(4) From the sale value derived from item (2) the following expenses are 
to be first deducted, the balance only is to be shared according to item (3) ; 


EXPENSES FOR PUTTING THE ORES UNDER LEASES 


eS e Ticals 322.28 per picul (in case not included ) 

or according to the Government’s announcement (in the purchase price) 
B. Stamping charge ‘ > ‘ _.. Ticals 1.00 per picul 
C. Permit___- ; 8 lia teaiile aed _.. Ticals 1.00 per time 


e sien ileal Ticals —.50 per kilogram 


D. Transport cost- 


E. Fee for putting under leases Ticals 1.00 per kilogram. 

I’. Subcontractor fees to be paid to the Mines Department 7% of ores to be 
produced. 

G. Income Tax for Mae-Lama’s group of mines, to which are referred the 
leases, being not a limited company, is amount to 10% of the gross sale. (For 
this item, the amount will not exceed Ticals 260.-per picul. ) 

H. Business Sale Tax for Mae-Lama’s group of mine is amount to 1% of the 
Zross sale. 

Item (B) to item (H), not more than Ticals 600.0 per picul. 

(5) You shall instruct the said Bangkok Bank Limited to credit our account 
with the proceeds of the douments which we shall present to the Bank on your 
behalf. 

(6) You also undertake to facilitate our receiving payment from the said 
Bank for the shipment effected, by giving us such signed invoices, drafts, and 
other instruments as are required to enable us to present the documents to the 
Bank in due manner and to receive payment. 

(7) On due receipt of the Balance 20% of the sale price, the profit if any will 
be similarly allocated in the same proportion as shown above. 

(8) Purchases to effect shipments under this contract will be made by Kiau 
Gwan Co. (Thailand) Ltd. at their discretion, in consultation with Captain 
Somvang Sarasas and Mr. Kasian Suvanaphokia, at current market prices. 

(9) You agree to place facilities at our disposal for transportation of the 
Wolframite ore, to forward the declaration to the Department of Mines, and 
further to render us all necessary assistance to fulfill the contract. 

(10) It is understood that this contract is subject to the usual ‘force 
majeure” clauses for both parties. 

(11) We also undertake not to disclose the content of this agreement to any 
other parties who is not connected with this agreement. 

This agreement as indicated in the foregoing paragraphs will take effect from 
BRET cecccance _..., 1953, and we shall be glad to have your confirmation 
hereof; Captain Somvang Sarasas will please countersign this confirmation 
as a beneficiary. 

Thanking you and assuring you of our cooperation, we remain, 

Yours faithfully, 
Kran Gwan Co. (Thailand) Lrp. 
/s/ (T. K. Tan) Manager. 


ADDENDUM : 


It is understood that the expenses shown at items (A) to (G) under section 4 
above are payable only if obligatory and if otherwise, the amount saved will 
be pooled in the profits and divided as shown above. 

/8/ -_—. 

I hereby confirm this agreement and fully subscribe to all the terms indicated 
herein. 





Countersigned by me. 


/3s/ (Captain Somvang Sarases) 


(Kasian Suvanaphokin) 
For Mae-lama Mining Co. 

of 176, Chaipume Road, Chiengmai. 
Signed at Bangkok the ~.------------ NN I cg as ance esis cele , 1953. 


Mr. Brownson. Mr. Spengler, will you give us a brief résumé of 
the complaints received by the Embassy as a result of these open- 
market purchases of ore by the contractors? 
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Mr. Spenauer. Yes, sir. The original complaints that we received 
have been alluded to in general in my statement and in the reports. 

Three officers, Mr. Parsons, Mr. U garte, and I, ree re- 
ceived reports of these occurrences. “Mr. Parsons received a re port 
from an official of the United States Government in Barigkok, who 
heard it from commercial sources. 

Mr. Ugarte received his report from the manager of one of the 
largest commercial export houses in Thailand, who was not a partici- 
pant in the contracts. I received my information through receipt 
from the Embassy’s security officer of an anonymous document which 
Mr. Lantaff read from last evening, and which, I believe, has been 
entered as an exhibit in this case. Is that correct ? 

Mr. Brownson. Yes, that has been entered as exhibit No. 21. 

Mr. SrenGcier. This document was in the form of a letter from an 
unknown person—a person then unknown—in Bangkok to the addres- 
see,a Mr. Branning, who was an American businessman over there. 

Mr. Branning considered it his duty as an American citizen to call 
this matter to the attention of the Embassy. 

He came to the Embassy’s security officer rather than to the economic 
section because he thought it was a matter for the former’s purview. 

The Embassy’s security officer, not having the facilities to look into 
charges as broad as these and as specific as these, turned the letter over 
tome. I called it to the attention of my superior, Mr. Parsons, who 
at the same time, and in the presence of Mr. Ugarte, said he had re- 
ceived a similar report. Whereupon, Mr. Ugarte added he also had 
received a report bearing on this same subject, and we decided at that 
time to perform our voluntary investigation. 

Mr. Brownson. You said that subsequently you found out who was 
the author of the anonymous communication. Was it the same person 
who had made his complaints to Mr. Parsons or to Mr. Ugarte / 

Mr. Srenctrr. No, sir; they were all three separate individuals. 

Mr. Brownson. When the Thailand Embassy became EPS repre- 
sentative in Bangkok, what steps did the Embassy take to ascertain 
that the mines were actually owned by the contractors? 

Mr. Spencuer. This matter, sir, is set forth in the Embassy’s May 11 
report. 

I might say that the steps we took were taken prior to our having 
been named administrator of the contracts. We debated for some 
time as to how to tackle this very complex problem, but we decided to 
use the allegations in this letter that we just referred to as a frame- 
work on which to build our investigation. 

We decided that the best approach would be to attempt to obtain 
from the Thailand Department of Mines production statistics on the 
various mines under contract or, in the case of the contracts which are 
worded more vaguely, on the provinces from which the ore is permit- 
ted to come. 

Mr. Ugarte went to the Mines Department, as is his official duty at 
the Emba assy. He gets statistics among other things and periodically 
goes to the Mines Dep: irtment to get this sort of information. 

The Mines Department r adily § gave him production figures on the 
Mae Lama mines, which are reported in the May 11 report; on the 

45437—54_—-16 
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production of ore in Mehongsorn Province, in which the mines are 
located; and on the production of wolfram ore in Songkhla and 
Ranong Provinces, in which the U-Tong Thai interests were said to 
have been located. 

This information was compared with information on the deliveries 
to GSA under the contracts, and in most cases discrepancies were 
obvious. 

Mr. Brownson. How long did it take you to develop that informa- 
tion on the part of the Embassy ¢ 

Mr. Spencer. I do not recall if Mr. Ugarte obtained the figures the 
very same day or not, but if he did not, he went back the next day and 
the fivures were available. 

Mr. Brownson. It was not over a 2-day task ¢ 

Mr. Spencer. Certainly not. I might add, however, that the Em- 
bassy channels for receiving this information were quite well devel- 
oped at this time. Mr. Ugarte periodically goes to the Mines De- 
partment to obtain routine figures on the nation’s production and ex- 
port of all types of ores and metals and many other materials. 

Mr. Brownson. Were those channels made available to Mr. Hoff- 
nauer when he was there for his investigation ¢ 

Mrs. Srencuer. Indeed, they were. Mr. Ugarte accompanied him 
to the Mines Department and introduced him to the very people with 
whom he customarily deals. 

Mr. Kennewty. I have a question which I would like to ask at this 
point. 

Mr. Ugarte at this time was able to come up with information, I un- 
derstand, concerning the leases submitted by U-Tong Thai and the 
leases submitted by the Mae Lama Mining Co. ? 

Mr. Srencier. Concerning the name of the lessee, that is correct. 

‘he lease numbers were available in the files of EPS, or portions 
of the files, which were turned over to the Embassy on May 9. 

Mr. Kennetiy. At this time, I would like to ask that we again 
submit for the record exhibit 26, which lists the leases submitted by 
U-Tong Thai, and put into the record exhibit 26, which lists the leases 
submitted by the Mae Lama Mining Co. 

Mr. Brownson. I ask unanimous consent that those exhibits may be 
included in the record at this point and without objection they will 
be so inserted. 


ExHIBIT 26 


In the spring of 1958 EPS/Bangkok requested U-Tong Thai to submit a list 
of the leases under which it was supplying wolfram ore to GSA. From the con- 
text of the following letter it would appear that U-Tong Thai provided such 
information in letters dated April 8, 9, and 28, but rescinded them in favor of 
the final approved version dated May 1, 1953, as quoted below: 

“Re: Our mining leases. 

“In order to avoid confusion caused by our error, we would like to ask you 

to be kind enough to cancel all the contents of our letters LI.19/1953 dated April 


8, LI.20/1953 dated April 9, and LI.27/1953 dated April 28, and take the present 
one as the correct one. 
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“The following are wolfram ores leases in which we have interests (capital 
investment, shares, association) : 


“Ranong Province: Songkhla District 
2894/5863 7448/5701 
2099/5688 7500/5820 
8037/6040 7501/5814 
6328/5480 7535/6279 
2967 /5438 7550/6288 
8015/5861 Suratdhani Province: 
6250/4877 5716/5880 
8057/6102 5733/5808 
8038/6144 5483 /6090 
8064/6229 5788/5874 
6260/4960 5484/6091 
6329/5481 Nakorn Srithamarat Province: 
8015/5861 5467/5855 


5377/5185” 
The letters of April 8, 9, and 28 were not found in the EPS files. 
EXHIBIT 27 


Leases submitted by Mae Lama Mining Co 


Province in w 


Lease number Lesset mine is located 
$400/6265 Mae Lama Mining Co. (the Mae Lama mines) . Mehongsorau 
8402/6285 Nai Tat Sirirashana Do 
8404/6339 Nang Kanda Koravanna Do 
8413/6286 Nang Lammual Chavachat Do 
8414/6378 Nai Vichitr Chavachat Do 
295/5800 Nai Jamras Noklek Kanburi 
296/5801 Nai Chamras & Friends Co Dy 
297/5797 Nai Chat Manob Do 
298/5798 Prachuab Dee Co Do 
310/6085 Ha Klae Tavipol Co Do 
311/6084 do Do 


Not only are 10 of the 11 leases in names other than the Mae Lama Mining Co., 
but 6 of the 11 are not even in the same province as the Mae Lama mines, being 
rather in a province in western Thailand. 

Mr. Kenneury. I would like to ask Mr. Spengler when he is giving 
his testimony to refer to the three Embassy reports as the basis of his 
information, as I understand it, and to the various charts and graphs 
in there, so that as you do, then, we can have them marked as exhibits 
and we can put them into the record in proper sequence. 

Mr. SpenGier. May I ask the exhibit number which you have as- 
signed to the three reports / 

Mr. Brownson. The Embassy Report of May 11 is exhibit 23; the 
Embassy Report of October 8 is exhibit 24; and the second Embassy 
Report of October 8 is exhibit 25. 

Mr. Spenaver. Thank you. 

Mr. Kennetiy. Exhibit 25 is the longer October 8 report ? 

Mr. Spenacuer. Yes, sir. 

Mr. Brownson. After you took these steps to ascertain that the 
mines, and whether the mines were actually entered by the contractors 
or not, what were the results of your inquiries and what conclusion did 
you come to! 
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Mr. SpenGuer. Well, sir, in the case of Mae Lama mines, as indicated 
in exhibit 23, on page nine—, it was obvious by comparing the figure 
308 and the figure 584 that deliveries in excess of the production of the 
mine had been made. 

The figures of the Mines Department indicated that the official 
record showed that the Mae Lama mines had, over a period of 2 years 
from April 1951 to April 19538 produced 308 long tons of wolfram ore. 

Che figures of EPS, however, showed that during the same period 584 
long tons had been pure thased. 

Mr. Meaper. Mr. Chairman, might I ask a question at this point? 

Mr. Brownson. Yes, sir. 

Mr. Meaper Mr. Spengler, you were here when Mr. Hoffnauer 
testified last evening, were you not ? 

Mr. Spencer. Yes, sir. 

Mr. Mraper. Do you recall that he said those figures would depend 
on which mines you included as being properly covered by the con- 
tract and referred to 11 mines or 5 mines? 

Mr. Spencuer. Yes, sir 

Mr. Mraper. Can you state on what mines this figure of 308 long 
tons production is based ¢ 

Mr. Srencier. Unfortunately, I cannot state from personal expe- 
rience. All I can say is that Mr. Ugarte went to the Mines Depart- 
ment and asked the Mines De} artment for the production figures on 

what they considered, offici: aly. to be the Mae Lama mines. In my 
own opinion, these figures represent either the production under the 
l-mine lease in the name of the Mae Lama mines or on the 5-mine 
leases in the same province in which the Mae Lama Mining Co. is 
known to have an interest. Certainly, the figures would not include 
all 11 leases. 

Mr. Meaper. Well, now, do you agree with Mr. Hoffnauer that 
the question is one of a legal interpretation of the contract as to what 
mines are covered by that contract? 

Mr. Spencer. I am forced to say that I would have to agree with 
him in that it is a legal interpretation as to what was meant by the 
term “Mae Lama Mines” when the contract was negotiated in early 
1951. ; 

However, as the Embassy reported in its May 11 report, the Embassy 
assumed that the name “Mae Lama Mines,” as used in that document, 
included those mining properties then under operation by the Mae 
Lama Mining Co. and, to be charitable, those adjacent properties 
which the Mae Lama Mining Co. intended at that time to develop. 

The Mae Lama Mines are a specific mining property in northern 
Thailand and they are the largest and most produce tive mining prop- 
erties in Thailand. The Mae Lama lode which is described in great 
detail in the United States document, in this ee aphical Recon- 
naissance of the Mineral Deposits of Thailand” by the Geological 
Survey—— 

Mr. Brownson. On what page of your report is that? 

Mr. Srpencuer. That is No. 8, I believe. Mr. Meader referred to 
that yesterday. That is the source of our descriptive material on the 
mines. The Mae Lama lode is the richest lode in Thailand. The 
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Embassy does not believe that the term “Mae Lama Mines” should be 
construed as any mines operated by the Mae Lama Mining Co. but 
that, rather, the Mae Lama Mines are a specific mining property in 
Mae Lama subdistrict, Me Sarieng district, Mehongsorn Province of 
northern Thailand. 

Mr. Brownson. What was the effect of the open-market purchases 
on other exporters and dealers in ore by the contractors after the world 
price fell below $65? 

Mr. Srencier. Well, Mr. Chairman, as I pointed out in my state 
ment, after world market prices fell below the contract price of $65 
per long-ton unit, it appears from the evidence that the contractors 
went into the open market and purchased ore for delivery to GSA. 
Naturally, they were in competition with one another in doing this. 

Figures which the Embassy has received on actual transactions in 
the local market indicate clearly that by bidding against one another 
they forced the price of wolfram on the local market well above the 
world market price. The Embassy considered it somewhate ridicu- 
lous to have a situation in which the market price of wolfram was 
higher in the supplying country than in the purchasing country, such 
as the United States, but this was in fact true. 

In support of this, I might call the attention of the committee to 
exhibit 41 on the very first page and the top of the second page. 

As the Embassy reports reflect, open-market transactions that were 
carried out in Bangkok between May 18 and August 10, 1953, in which 
the purchaser in every case was the Supaphon Co. bid well above the 
world market price for ore. On May 18 they paid $49.86, when the 
world market price was $45. On June 16 they paid $48.40 when the 
world market price was approximately $45, and so on. 

An actual transaction is noted on the top of the next page, page 2. 
This shows the results of an auction in which five well-established 
exporters of wolfram ore were bidding for 10 tons of wolfram ore, 
which was put on the block by the Mines Department. You will 
notice in the first round of bidding the four traditional commercial 
suppliers made competitive bids—bids which were in line with the 
world market price. The Supaphon Co. placed its fifth bid above 
the other four. In the second round, 1 of the original 4 dropped 
out and Supaphon made the fifth bid. In the third round the same 
situation took place and at this point the bidding was well above the 
world market price of wolfram ore. The same situation occurred 
in the fourth round, and at the end of the fifth round the Supaphon 
Co. was finally successful in purchasing at 3,170 baht per picul, which 
was equivalent to $46.50 per long-ton unit, when the world market 
pr ice was $45. 

Mr. Brownson. I will ask unanimous consent that the table at the 
bottom of page 1 of the report from the Embassy, Bangkok, to Wash- 
ington, dated October 8, 1953, and the table on the top of page 2, may 
be printed in the testimony of the witness, and that it may be ex- 
tracted from the whole report, because I think that will make the 
reading of the hearings more intelligent, with the two tables accom 
panying his testimony. Without objection it is so ordered. 
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Wolfram ore purchased by Supaphon Co. from mines organization at auctions 
in Bangkok, May to August 1953 


Commercial market price * 


Dollar equiva yf 





; Purchase lent 2 toll rs cs 
Da < price , 7 World dol- 
long ton . , per long-ton 1 ht 1 
sht/picul f Local ! (ba lars per 
unt picul long-ton 
unit) 
May 18 4 S49 KF $3. 000 $45 
Tune 1¢ 10 3 OTF 48. 40 2. 900 45 
July 22 10 , 180 46 Af 3, 000 45 
Aug 10 3, 012 44. 4 2, 900 44 
Based on 65 percent WO; 
Ay e; computed at free market exchange rate on day 4 
? Approximate; f. o. b. Thai port on day of sal 


The Embassy elicited complete information on one of these auctions, that of 
July 22, from a commercial source, as follows: 
“BANGKOK, July 22, 1953. 
“The mining department sold 10 tons of wolfram ore by verbal tender this 
morning. It may interest you to hear the result of the bidding: 


ist 2d 3c 4th 5th 6th 
round round round round round | round 
Ticals Ticals Ticals Ticals Ticals | Ticals 
Yip in Tsoi & Co 2, 800 | 2, 960 3, 060 3, 100 3,140 | 
Thai Lee Co 2, 810 | 2,970 3, 070 3,110 3, 150 | 
East Asiatic Co tp eee CROAT. kn ee ssid dttendi aba 
Thai Wah Co 2,900 | 3, 000 3, 080 3, 120 3, 160 | oe 
Suphaporn 2 950 3, 050 3,090 | 3, 130 3, 170 | 3, 180 
| 


* * * Ticals 2,975 * * * is the very maximum that can be paid on the basis of 
today’s value in U. S. A. 
After having secured the ore at ticals 3,170.-, Suphaporn increased the 
price by further ticals 10.— at their own initiative. 






Mr. Brownson. You mentioned the Supaphon Co. Was the Supa- 
phon Co. one of the companies which supplied Mae Lama with 
tungsten ¢ 

Mr. Srencter. They were. Well, I might say, that they were one 
of the companies which supplied GSA. There is no evidence that the 
ore actually passed through the hands of Mae Lama in any respect. 

Mr. Brownson. There is not ¢ 

Mr. Srencuier. No, sir. 

Mr. Brownson. But they did have a contract with GSA ? 

Mr. Srencuer. No, sir; they were supplying ore under the Mae 
Lama contract. 

Mr. Brownson. I see. 

Mr. Srencier. Mae Lama did nothing except, in a few instances, 
add its name to the documents as shipping agent. 
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I have made reference in this case to the attachments to exhibit No. 
19, where specific cases of this sort of thing are thoroughly docu- 
mented. Exhibit 19, enclosure 4, shows 3 separate lots delivered under 
the Mae Lama contract, 2 of which were owned and exported by Supa 
phon, and they acted as their own shipping agent. 

Mr. Kenneuiy. Mr. Spengler, I might state that the chairman has 
covered those enclosures and other items along with exhibit 10. 

Mr. Srenauer. I will hastily go through these. Enclosure No. 5 is 
also part of your exhibits 832A and 32B. This does not apply to the 
Supaphon Co. 

Mr. Lanrarr. I would like to ask a question at this point. 

Mr. BrowNnson. You may proceed. 

Mr. Lantrarr. With reference to the enclosure 4 which you just testi 
fied to, it shows the shipping agent as the Supaphon Co. Under what 
basis were they paid by GSA? Was that a purchase over and above 
the contracts or was that chargeable back to 1 of the 4 contracts that 
had been let ? 

Mr. SrenGier. Well, it was a complete transaction under the Mae 
Lama Mining Co. contract. 

Mr. Lantarr. But it was supposed to have been under the Mae 
Lama contract ? 

Mr. Srencier. Indeed, it was. 

Mr. Lantarr. But the shipping agent and the owner and exporter 
was also the Supaphon Co. ? 

Mr. Srencrer. Of course. This was what was so obvious. 

Mr. Lanrarr. And Mae Lama is in no way connected with it ? 

Mr. Spencier. No, sir, in no way. 

Mr. Lantarr. Was this information available to Mr. Hoffnauer 
when he was there ? 

Mr. Spencer. Yes, sir, it was. This was 1 of the 7 briefing reports 
which I prepared during the noon hour of September 25 and presented 
to Mr. Hoffnauer at 2 o’clock that afternoon. 

Mr. Lantarr. And you personally gave him this information when 
he was there on this investigation ? 

Mr. Srencter. I gave him a briefing report similar to the one which 
was entered in evidence iast evening in which a number of documents 
were identified by number and date. A number of blanks were left 
in the documents where Mr. Hoffnauer could have entered his findings 
in the Mines Department. 

Mr. Lantarr. At the time you presented this brief to Mr. Hoffnauer 
did he make any comments or statement ? 

Mr. SprenoiEr. Not that I recall. 

Mr. Brownson. Mr. Spengler, we have inserted in the record as our 
exhibit 28 the production of Mae Lama Mining Co. compared with 
GSA purchases for a period of from April 1951 through April 1953. 
That 1s based, I believe, on information which you gathered; is that 
correct ? 

Mr. Srencter. Yes, sir. 
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EXHIBIT 28 
B. Statistical information on the Mae Lama mines 
TABLE II-1.—Production of Mae Lama mines compared with EPS purchases 


{In long tons] 


Production 


(Thai Mines EPS pur- 


Month Department | Chases (EPS 
figures figures) 
1951 
April 10. 13 
May 16. 30 9. 98 
June 13. 36 |. 
July 15. 28 
August 16. 11 20. 95 
September 9. 99 
October 9. 87 11. 06 
November 8. 27 30. 14 
December 6. 35 
Subtotal 1951 105. 66 72. 13 
1952 } 
January 9. 92 10. 05 
February 6. 35 9. 33 
March... 17. 39 | 9. 47 
A pril 8. 22 10. 61 
May 12. 60 
June 11. 34 31. 78 
July 7.79 |. > 
August 7. 66 ‘ 
September 11.18 | 33.01 
October 10. 59 | 40. 24 
November 8. 00 57.15 
December 16. 96 71. 88 
Subtotal 1952 128. 00 | 273. 52 
1953 
January 14. 76 
February 19. 69 94. 38 
March... 20.07 | 49. 53 
April 2 20.00 | 95.17 
Subtotal 1953 74. 52 239. 08 
Grand total 308. 18 584. 73 
| 
See table II-2 


+ Estimated 


Mr. Brownson. Will you tell us what deliveries were made by Mae 
Lama between May 1, 1951, and May 30, 1952? 

Mr. Srencuer. According to our figures, the deliveries to GSA were 
111.50 long tons of wolfram ore. This is compared with 160.14 long 
tons which the Mines Department stated was the production of the 
mines during that period. 

Mr. Browson. Were these deliveries less than the contract speci- 
fications ? 

Mr. Spenocter. They are considerably less than the contract speci- 
fications. Their monthly average was 7.97 long tons, and on a con- 
tract which required deliveries of 10 tons per month. 

Mr. Brownson. And yet your figures show that Mae Lama was not 
shipping her total production to GSA at that time? 

Mr. Spencer. Not by 20 percent. 

Mr. Brownson. What were the total deliveries made by Mae Lama 
from June 1952 to April 1953? 

Mr. Spreneier. Deliveries to GSA under this contract were 473.14 
long tons, against a production figure of 148.04 long tons. This is 
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somewhat in excess of three times the production of the mines as 
certified by the Mines Department. 

Mr. Brownson. I will ask unanimous consent that table No. 11-2, 
“Comparison of production and sale to EPS before and after decline 
in open-market prices of wolfram,” be printed immediately beneath 
the testimony just given. That has already been entered in the record 
as exhibit 29. I will ask unanimous consent that it be placed at this 
point, 

(Exhibit 29 is as follows:) 


ExHIbBiT 29 


TABLE II-2.—Comparison of production and sales to EPS before and after decline 
in open-market price of wolfram 


{In long tons] 


Production Sales to EPS 
Period (based on table | (based on table 
II-1 figures II-1 figures 
A pril 1951 through May 1952 160. 14 111. 50 
June 1952 through April 1953 148. 04 473.14 


Note.—In June 1952 the open market price of wolfram ore fell permanently below the GSA contract 
price of $65 per long ton unit 


Mr. Brownson. Mr. Lantaff. 

Mr. Lanvarr. The records in the Department of Mines indicate 
other sales and shipments by Mae Lama during the first phase of the 
contract you have testified to, when they were not fulfilling their con- 
tract with GSA ¢ 

Mr. Srencter. I do not know, sir, because we obtained our statistics 
from the customs department, from permits issued by the Mines De- 
partment. In some cases the originals are in the customhouse and 
the file copies in the Mines Department. 

I assume that the Mines Department has a complete record of the 
documents which were examined in the customhouse. 

Mr. Lantarr. But you did not look to see whether or not Mae Lama 
was making sales to other parties during the time they were not ful- 
filling their contract ? 

Mr. Srencuer. I see what you mean, sir. 

No, we did not explore the early days of the Mae Lama contract. 
We were more interested in determining the origin of the ores. 

Mr. Lantarr. Would those statistics be available in the Department 
of Mines or in the Bureau of Customs ? 

Mr. Spencer. I believe they would be very difficult to develop. 
What ore Mae Lama did produce in those early days was probably not 
supplied to GSA but was probably split up and shipped in many 
different lots. 

Mr. Lantarr. To take advantage of the world market price ? 

Mr. Sppncuer. Probably so; yes. 

Mr. Brownson. Did you ever work out in your own mind any type 
of an estimiate of how much in dollars this program of buying ore on 
the open market and reselling it to the United States cost the t taxpayers 
of the United States over what they would have been able to get it on 
the open market for themselves had not these contracts been drawn 
the way they were? 
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Mr. Spencer. We did this in part, sir, on the information we had 
available in May 1953. 

Mr. Brownson. At that time what figure did you arrive at? 

Mr. Spencer. That information is found on table TI-8, which I 
believe has also been entered as an exhibit. Jt will be found on page 
13 of exhibit No. 16, a table entitled “Estimate of Excess Profit 
by Mae Lama Mining Co. and Excess Cost to the United States 
Government.” 

The figure we arrived at after comparing figures for the 1 year, 
from April 1952 to April 1953, was that the United States Govern- 
ment expended $295,900.99 in excess of what it would have had to 
have paid had it bought the excess ore on the open market. 

Mr. Brownson. Of course that only covers 1 year’s operation. 
There has been a great deal of the ore bought since that time. 

Mr. Spencuer. Indeed there has. 

Mr. Brownson. That figure would be multiplied several times as 
projected against the entire tungsten program. 

Mr. Spencier. I would say considering all the contracts the figure 
would be multiplied several times. 

Mr. Brownson. In fact, I think the committee staff arrived at what 
they thought was a conservative estimate of $1 million. 

Mr. Spernover. [ have not computed that, but it may not be 
unreasonable. 

Mr. Brownson. I will ask unanimous consent that table IT-3 just 
referred to by the witness, labeled as “exhibit 30,” be inserted in the 
record at this particular point, in addition to its other insertion. 

Without objection, it is so ordered. 

(Exhibit 30 is as follows:) 


Exureit 30 


TABLE II-3 Estimate of excess profit by Mae Lama Mining Co. and excess cost 
to U. S. Government 


[In long tons] 





| 
| Excess profit: 
| | Mae Lama 
a | Excess de- | Price paid | Oven mar Co., excess 
alana liveries | by EPS | ket price cost: United 
States Gov- 
| ernment 
| | 
| 
April-Way 1952 production; May-June pur- | 
chase 10. 96 $50, 758. 50 $49, 002. 50 $1, 756. 00 
Tune—August 1952 production; July-Septen ber | | 
purchase 6. 22 28, 806. 38 26, 612. 64 
September 1952 production; October purchase 29. 06 134, 584. 13 120, 608. 01 
October 1952 production; November purchase 46. 56 215, 631. 00 188, 428. 32 
November 1952 production; December purchase 63. 88 295, 844. 25 258, 978, 82 
December-January 1952 production; January | 
February purchase 62. 66 290, 194. 14 226, 573. 80 
February 1953 production; March purchase 29. 84 138, 196. 50 | 95, 462. 04 | 
March 1953 production; April purchase 75. 10 347, 806. 00 240, 254. 66 
Total 324. 28 1, 501, 821.78 | 1, 205, 920. 79 295, 900. 99 


Mr. Brownson. Will you explain, Mr. Spengler, using the enlarged 
chart which we have here, which is introduced in our exhibits as 
exhibit 31, the ratio of deliveries to rise and decline in prevailing 
world market price of tungsten. 

I will ask unanimous consent that this chart may be introduced as 
exhibit 31 at this time. 
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(Exhibit 31 is as follows:) 





























GRaPy TI-1 
. of Mae Lama “ines' Production, Deliveries to EPS, and World Market Wolfram Ore Price 
VO } 
| Deliveries 
90 
: 
‘ 
oases As . 
a’ ‘ 
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‘ 
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‘ 
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Mr. Spencer. Can all the members of the committee see this? 


Mr. Lanrarr. I can see it. 
Mr. Kennetity. Will you 
Spengler / 


Mr. SpeNGuER. Yes. 
Mr. Meaper (acting chairman). You are explaining the chart? 


Mr. Spencuer. Yes, sir. This chart reveals three sets of statistics. 
This chart is a composite comparison of the Mae Lama mines pro 
duction, of the deliveries to General Services Administration under 
the Mae Lama Mining Co. contract, and the world market price of 
wolfram ore in its fluctuations. 

On the vertical axis we have long tons of wolfram ore, from 0 to 100 

On the horizontal axis are periods of time—months of the year from 
April 1951 through April 1953. 

The solid line represents the production of the Mae Lama lines in 
long tons of wolfram ore per month according to the figures of the 
Thai Mines Department. You will notice that the fluctuation is rather 
small, that the trend is generally along the 15 to 20 long tons per 


please, Mr. 


hold it just one second, 


month line. 
The dashed line represents the monthly deliveries to GSA under 


this contract. You will notice that the deliveries were considerably 
below the production during the early stages of the contract except 
at one point, for 1 month, when it went considerably up. This we 
interpreted as a backlog of ore which was submitted at one time. 
It largely wiped out the deficit in the early stages. Deliveries con- 
tinued to rise slowly until mid-1952 when deliveries suddenly shot up- 
ward. The deliveries in the month of November 1952 were approxi- 
mately 20 long tons, and they rose to almost 100 long tons by April 


1953. 
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The third element which we have placed on this chart is the approxi- 
mate world market price of wolfram ore. The figures on price were 
were obtained from actual transactions in the local market by the 
leading Thai exporter of wolfram ore, who was not associated with 
the contracts. The price was slightly higher than $65 per long-ton 
unit at the beginning of this chart. The price rose to slightly over 
$70 per long-ton unit late in 1951 and continued along approximately 
$65 to $66 per long-ton unit until April 1952, when a steady decline 
began, which decline has not yet ceased, I believe.. I am informed 
that the world market price of wolfram ore is something below $40 
per long-ton unit at the moment. 

The significant thing about this chart is that it shows conclusively 
the point the Embassy made in its dispatch: That at precisely the 
time that the world market price of wolfram ore declined below the 
contract price under the GSA contracts deliveries to GSA under 
those contracts increased markedly. That will be seen by comparing 
the figures prior to April 1952 and after April 1952. At this date the 
price began to decline, and at that precise month deliveries to GSA 
under the contracts rose above production of the mines and remained 
above production of the mines until the present date. 

Mr. Meaver. Mr. Spengler, do you have similar charts for the 
other contracts / 

Mr. Sprencier. No, sir; we do not. Our information was not as 
complete on the other contracts and we did not attempt to graph 
them. 

Mr. Mraper. Now, do you have documents showing the deliveries 
of the excess ore over the actual production as obtained from the 
Customs Department of the Thai Goverment ? 

Mr. Spencier. Those are in the October 8 report which has just 
been entered as evidence. If we are finished with this chart I will 
remove it. 

Mr. Meaper. By the way, were there any questions by members of 
the committee with respect to this chart ? 

Mrs. St. Grorce. Mr. Chairman, I would like to ask one question 
of Mr. Spengler. 

Mr. SPeENGLER. Yes. 

Mrs. St. Grorce. Have you any reason or any data that would give 
you a reason why the amount of tungsten increased ; why the produc- 
tion increased so much? I do not mean in the actual mines, but I 
mean in the country as a whole. Why were they suddenly able to 
produce this tremendous tonnage which is shown on this chart when 
at the beginning they were really hard put to fill the contracts? 

Mr. Spencer. Mrs. St. George, we do not mean to imply from this 
chart that production in the country increased. All we mean to show 
is that ore which would otherwise have been sold commercially over- 
seas was purchased by the contractors or their agents and supplied in- 
stead under GSA contracts. 

Mrs. St. Grorer. Isee. It was always there? 

Mr. Spencuer. Indeed it was. 

Mrs. St. Grorce. And simply would not have been sold to GSA at the 
old price? 

Mr. SPenGier. Yes. 

Mrs. St. George. It is merely a matter of price, then ? 
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Mr. Spencer. In fact, under these contracts most of the commer- 
cial exporters were run out of business. They were simply not able to 
compete in the local market. 

Mrs. Sr. Grorce. Then at the beginning of the contract they were 
still able to purchase the ore themselves ? 

Mr. SpenGuer. Yes. 

Mrs. Sr. Groree. I see. 

Mr. Spencuer. Any other questions on the chart / 

Mr. Meaper. Are there any other questions on this chart? Do we 
have this chart already in evidence as an exhibit ? 

Mr. Kenne vy. It was just put in. 

Mr. Meaper. It will be in the record accompanying the testimony of 
Mr. Spengler. 

Mr. Kenney. It was put in, Mr. Chairman, just before Mr. Speng- 
ler started his testimony on it. 

Mr. Meaper. Now, will you go on to the question of the documents 
obtained from the Customs Department showing deliveries under the 
contract in excess of the production of the company. 

Mr. Spenater. I do not believe I understand, sir, which documents 
you are referring to. 

Mr. Meaper. I refer to exhibits 10,11, and 12. 

Mr. Spencier. Oh, yes. We were not interested there in showing 
deliveries of ore in excess of the production, because in most cases the 
documents revealed that the ore did not derive in any respect from the 
mines under contract. I would be glad to enlarge on that, if you wish. 

Mr. Meaper. Do you mean that the documents on their face show 
that the ore did not come from the Mae Lama mines? 

Mr. Speneier. Sir, I personally examined documents covering 
almost 50 percent of the total deliveries under the Mae Lama con- 
tract—some 290 tons of ore, I believe, in some 15 or 20 lots—and I did 
not find a single case in which the ore was documented as having 
derived from the Mae Lama Mines. There were 1 or 2 cases in which 
mine lease numbers under the Mae Lama Mining Co. were noted 
on the documents but we had reason to believe that they were erron- 
eous, 

Mr. Meaprer. What reason did you have to believe that, Mr. Spen- 
gler ? 

Mr. Spencier. Because the ore was not delivered to GSA by the 
Mae Lama Mining Co. but was rather delivered to GSA by the Mines 
Department. We did not see how the Mines Department would come 
into possession of ore from the Mae Lama Mining Co. in those quan- 
tities. 

Mr. Mreaprer. Now, did some of these documents you examined with 
respect to the 290 tons of ore definitely show that the ore did not come 
from the Mae Lama Mines? 

Mr. Sreneuer. Yes, sir. I would like to refer to those exhibits. 
We can take any one. 

Mr. Kennewiy. Perhaps, Mr. Chairman, it might be well if the 
witness just explained several of these documents relating not only 
to Mae Lama but the other companies, showing the results of the 
information obtained from the Customs Department. 

Mr. Srenauter. Yes. Would the chairman wish to select any one 
of the various lots that we reported on? 
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Mr. Meaper. Well, I am looking at exhibit No. 10 now, relating to 
the Supaphon Co. 

Mr. SreNGLER. Yes. 

Mr. Mraper. Can you explain just how that appears on the actual 
documents 4 

Mr. Srencier. Yes, sir. This is the first document, entitled “Origin 
of ore, Mae Lama Mining Co., lot No. 16.” Is that the one? 

Mr. Mraper. Yes. 

Mr. Spencier. In this particular case I examined six documents at 
the Customs House. The first document was the export entry form 
on Which the ore was certified for the routine processing through the 
Customs Department for export. This form showed that the owner 
and exporter of the ore was the Supaphon Co. It also showed that 
the shipping agent was the Supaphon Co. It listed the number of 
bags and the export permits. 

In the second sublot it also showed that the owner-exporter was 
Supaphon, which acted as its own shipping agent. 

In the third sublot a company called Liang Ngiab is listed as 
owner-exporter, and the shipping agent as Supaphon. 

That shows on the face of it that this ore was not owned or exported 
by the Mae Lama Mining Co., although it was the very ore submitted 
to GSA as lot No. 16 under the Mae Lama Co. contract. 

To continue with the permits and documents which I inspected, I 
then went to the 8 export permits under which these 3 sublots were 
authorized by the Mines Department for export to GSA. The first 
pel mit revealed that the ore in the 133 bags in the first sublot derived 
trom the Mines Department itself and from certain mines in a 
Province in southern Thailand, perhaps 600 miles from the Mae Lama 
Mines. 

In the ease of the second sublot I examined 

Mr. Meaper. At that point can vou explain for our record just how 
the Mines Department of the Thai Government gets its tungsten ? 

Mr. SpeNGLER. Yes. 

Mr. Meaper. Is it a royalty tungsten or is it some that the Mines 
Department itself owns and operates? Does it come from Govern- 
ment-operated mines? 

Mr. Spencier. The Mines Department owns several large mines in 
Kanchanaburi Province, in the Pilok mining area in western Thailand, 
alone the Burma border, about 300 miles or more from the Mae Lama 
district in the north. 

The Mines Department does not operate these mines themselves but 
operates through an affiliate called the Mines Organization, which is 
4 semigovernment organization in Thailand. The Mines Organiza- 
tion personnel are composed for the most part of employees or former 
employees of the Mines Department. They mine the ore and turn 
it over to the Mines Department in Bangkok, which auctions the ore 
in the manner in which I have described the Supaphon Co. auction, 
reported in exhibit 41. 

Mr. Mraper. Does the Mines Department also obtain some tungsten 
because of the royalties ? 

Mr. Srencuer. Yes, sir: it does. 

Mr. Meaper. The royalties are paid not in cash but in kind; is that 
4 
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Mr. SpenGier. Some are paid in kind and others in cash, at the 
option of the lessee. 

The Embassy has never been able to determine how that particular 
ore is marketed. It has been our understanding that this ore, which 
comes in in small lots, - course—10 or 15 percent of a month's pro 
duction, for example, is just a few bags—is assembled into larger 
units and is auctioned be the Mines Department. 

Mr. Meaper. Now will you proceed. 

Mr. Spenauer. Yes, sir. 

Mr. Mraper. I just wanted to clear up how the Mines Department 
itself had tungsten. 

Mr. Srenauier. I have already covered the first sublot and my exam- 
ination of the export permit, which showed the origin of the ore to 
have been sources available to the Mines Department in certain Prov- 
inces, and one Province in south Thailand which was a considerable 
distance from the Mae Lama mines under contract. 

In the case of the second sublot, all of the ore derived from the Mines 
Department at Bangkok, according to the export permit. 

In the case of the third sublot the origin of the ore was Nakorn 
Srithamarat Province in south Thailand and Suratthani Province in 
south Thailand, and also ore marketed by the Mines Department. in 
Bangkok. 

These export permits listed the royalty receipts under which this 
ore had originally been registered in the Thai Government. There is 
no doubt that the origin of this ore was the provinces of south Thailand 
or the special sources of the Mines Department as certified. It is not 
possible in the face of this information to conclude that this ore might 
have come from the Mae Lama Mines of northern Thailand or even 
from the additional leases certified by the Mae Lama Mining Co. as 
having been in its group. Those mines were in Kanchanaburi 
Province of western Thailand and not in the south. 

Mr. Meaper. Perhaps this question should be asked of some people 
from EPS, Mr. Spengler, but I wonder if you know how payment is 
obtained on deliveries of tungsten. 

Mr. Srencier. After these owner-exporters have cleared the ore 
through customs it is my understanding that it has been customary for 
the contractor—in this case the Mae Lama Mining Co., working 
through its local shipping agent, Siam factors, to present a shipping 
invoice, in most cases from the Maersk Line, to the EPS representative 
for certification. This invoice in all cases stated that the owner- 
exporter was the Mae Lama Mining Co. It was on the basis of this 
invoice that the EPS representative stamped the documents and au- 
thorized the purchase by GSA. 

Mr. Meaper. That would have been Mr. Snell, would it not? 

Mr. SrenGuer. Yes, sir; during most of the life of these contracts. 

Mr. Mraper. The documents presented to him for approval did not 
contain this information you have set forth on exhibit 10, which you 
have just testified about, namely, documents which definitely showed 
the origin of the ore to be other than that of the Mae Lama mines? 

Mr. Speneier. Not as far as the Embassy was ever able to deter- 
mine. 

Mr. Mraper. There was no requirement, so far as you know, in 
EPS procedures, that copies of these doc noses showing the origin 
of the ore should be attached to the invoice ? 
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Mr. Srenever. I do not know what was required, sir, but the files 
of the EPS office which were turned over to the Embassy do not con- 
tain any of this documentary information. There is a file on each of 
the three contracts in which the documentation of the export of the 
ore is filed chronologically. These files consist of shippers’ invoices— 
the invoices from the shipping line—certified by the EPS representa- 
tive, and various other documents pertaining to the payment, the 
letter of credit, the assay report as submitted by the local assayer, and 
so on; but they do not in any respect or in any instance reflect any of 
the official documents of the Thai Government, except that after 
January 1, 1953, each shipment is accompanied by a certificate of the 
Director General of the Mines Department stating that the ore has 
derived from certain mine leases. 

Mr. Mreaper. But that, of course, was not in effect at that time, in 
October ¢ 

Mr. Srencier. That was not in effect at that time. 

Mr. Meaver. October 17 and 21, when the Supaphon Co. presented 
these lots, under the lot No. 16. There was no requirement at that 
time that a certificate of the Thai Government be attached ¢ 

Mr. SpenGcuer. No, sir 

Mr. Meaprer. Now, do you have any examples of shipments similar 
to this described under lot No. 16 which occurred after the Ist of 
January 1953, when that certificate was required ? 

Mr. Spencier. Yes, sir; we do. If I might hastily go through these 
documents—and you may go through them as exhibit 10; lot No. 16 
is reported; lots Nos. 17 and 18 are reported on one exhibit; lot No. 25 
is reported. That was on December 30, 1952, so that the first lot to 
which you have referred would be that entitled, “Origin of Ore, Mae 
Lama Mining Co., Lot No. 45,” which would be part of your exihibit 
32A. : 

(Exhibit 32A reveals the following :) 

Exuipnir 32A 
ORIGIN OF ORE, MAE LAMA MINING Co. Lot No. 16 
Lot No. 16: 411 bags, 20,716 kilos, shipped October 31, 1952, M. S. Laura Maersk. 


Customs Department export entry information 
Three sublets. Export entry forms were inspected. 


Numbe . 
ve Export permit number, date 







Owner-ex porter Shipping agent of bags 
Supaphon Co Supaphon Co 133 | 139/2495, Oct. 17, 2 (Bangkok). 
Do do 199 | 141/2495, Oct. 21) 1952 (Bangkok). 
Liang Ngiab Co do i 159 | 140/2495, Oct. 17, 1952 (Bangkok). 





Export permit information 
Export permits were inspected. 
No. 1389/2495, authorizing export of 133 bags weighing 111 piculs: 
Issued by Mines Department at Bangkok. 
Issued to Supaphon Co. under purchase permit No 4/2495. 
Component ore: 5 lots varying between 5 and 47.71 piculs. 











ta 
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Royalty receipts: 5 receipts, 3 issued by Mines Department in Bangkok, 2 
by provincial mining officer at Suratthani in favor of the Mines Depart- 
ment. (Nore—Royalty receipts issued in Bangkok are not surrendered 
to the customs. Suratthani receipts were examined and notes were taken. 
Apparently three Bangkok receipts were issued by Mines Department to 
itself or its affiliate, the Mines Organization. ) 

No. 141/2495, authorizing export of 119 bags weighing 99.74 piculs: 

Issued by Mines Department at Bangkok. 

Issued to Supaphon Co. under purchase permit No. 4/2495. 

Component ore: 3 lots (20, 31, and 48.74 piculs). 

Royalty receipts: 3 receipts, 1 issued by Mines Department in Bangkok to 
itself, 2 issued by Mines Department at Bangkok. (Nore.—As above, 
royalty receipts were not available at customs, but 1 export permit states 
that 1 royalty receipt was issued by Mines Department to itself; other 2 
may also have been issued by Mines Department to itself or to the Mines 
Organization.) 

No. 140/2495, authorizing export of (unstated) bags weighing 132.44 piculs: 

Issued by Mines Department at Bangkok. 

Issued to Liang Ngiab Co. under purchase permit No. 7/2495. 

Component ore: 16 lots varying between 1.85 and 40 piculs. 

Royalty receipts : 16 receipts, 10 issued by provincial mining officer at Nakorn 
Srithamarat, 3 by mining officer at Suratthani, and 3 by Mines Department 
at Bangkok. (NoTe.—Above 13 royalty receints from south Thailand 
were examined and notes were taken; 3 from Bangkok were not available.) 

Transit permit information 

The ore under export permits No. 1389/2495 and No. 141/2495 was also covered 
by transit permits authorizing removal of ore from the Supaphon godown in 
Bangkok to customs. This indicates that Supaphon may have procured this 
ore in Bangkok. Transit permits were examined and notes were taken. 


REM ARKS 


1. The name of Mae Lama Mining Co. appears nowhere in these documents. 
Mae I.ama was neither producer, payer of royalty, intransit shipper, purchaser, 
owner, exporter, nor even shipping agent of any of the ore in lot No. 16. 

2. All the ore in lot No. 16 was purchased by companies other than the Mae 
Lama Mining Co. and was delivered directly by them to GSA. There is no evi- 
dence that any of the ore came from the Mae Lama mines under contract. 

3. The evidence indicates that— 

(a) all the ore under export permits No. 1389/2495 and No. 141/2495 was 
purchased by the Supaphon Co. from the Mines Department in Bangkok; 
and 

(b) all the ore under export permit No. 140/2495 was purchased by the 
Liang Ngiab Co. on the open market in Bangkok and that the ore derived 
partly from the Mines Department but chiefly from small mines in south 
Thailand at least 600 miles distant from the Mae Lama mines. 


CONCLUSIONS 


1. The Mae Lama Mining Co. had nothing whatsoever to do with lot No. 16 
under its GSA contract except to lend the use of the contract to the Supaphon 
Co. and the Liang Ngiab Co. 

2. Lot No. 16, which the United States Government was under no contractual 
obligation to purchase, was procured by the Supaphon Co. and the Liang Ngiab 
Co. at low cost on the open market and was resold to GSA for $93,242.64. The 
approximate open-market price of this ore on October 31, 1952 (computed at 
average open market wolfram price during October and baht-dollar rate on Octo- 
ber 31) was $76,607. 


ORIGIN OF ORE, MAE LAMA MINING Co. Lots No. 17 ANp 18 


Lot No. 17: 208 bags, 10,192 kilos, shipped October 31, 1952, M. S. Lawra Maersk. 

Lot No. 18: 203 bags, 10,197 kilos, same shipping date. 

All data taken from Customs Department, Export Section, ledger book. 
45437—_54——-_17 
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Customs Department export entry information 
Two sublots, unequally divided. 


Number of 


Owner-exporter Shipping agent lon Export permit number, date 
Mines department Mae Lama Mining Co 36 | 148/2495, Oct. 29, 1952 (Bangkok). 
Do do 370 | 147/2495, Oct. 28, 1952 (Bangkok). 


Export permit information 
No. 148/2495, authorizing export of 36 bags weighing 30.01 piculs: 

Issued by Mines Department, Bangkok, to itself. 

Export permit not inspected due to information already obtained on a com- 
panion lot (No. 16) and obvious indication that this ore also originated 
with the Mines Department. 

Royalty receipts would not have been available at customs. 

No. 147/2495, authorizing export of 370 bags weighing 205.97 piculs: 

Same as under export permit No. 148/2495, above. 


REMARKS 


1. While these 2 lots originally comprised 2 greatly unequal units (36 bags 
under export permit No. 148/2495 and 370 bags under No. 147/2495), the Mae 
Lama Mining Co. as shipping agent chose to submit them to GSA as 2 equal lots 
of 203 bags each. 

2. The significance of the above information is that the ore in Mae Lama lots 
Nos. 17 and 18 was actually owned and exported by an organization other than 
the Mae Lama Mining Co. and that the Mae Lama Mining Co. served only as 
shipping agent in the transaction, clearing the ore through customs and arrang- 
ing for its shipment aboard a vessel. 

3. While the origin of the ore was not traced in these cases, the fact that it 
was in the hands of the Mines Department suggests that the ore originated in 
the Government-owned wolfram mines in the Pilok Mountains of Kanchanaburi 
Province or was collected by the Mines Department as “royalty in kind.” A 
full investigation at a later date would, in the Embassy’s opinion, substantiate 
that assumption. 


CONCLUSIONS 


1. There is no evidence that the Mae Lama Mining Co. either produced or 
owned the ore delivered to GSA as lots Nos. 17 and 18 under its contract. Appar- 
ently its only connection with these transactions was to lend the use of its GSA 
contract and its services as shipping agent to the exporter. 

2. The ore in lots 17 and 18, which the United States Government was under 
no contractual obligation to purchase, was in all probability procured at rela- 
tively low cost and was resold to GSA at the highly advantageous price of 
$92,508.66. 


ORIGIN OF ORE, MAE LAMA MINING Co. Lot No. 25 
Lot No. 25: 831 bags, 41,282 kilos, shipped December 30, 1952, Arnold Maersk. 


Customs Department export entry information 


Four sublots. 
Export entry forms were inspected. 








Owner-exporter Shipping agent — Export permit No., date 
Mines Department.....| Supaphon Co--. adel 276 | 168/2495, Dec. 15, 1952 (Bangkok). 
Do rani a oS 332 | 172/2495, Dec. 19, 1952 (Bangkok). 
Do . : .do ; 111 | 176/2495, Dec. 23, 1952 (Bangkok). 
Do do.. p 102 | 179/2495, Dec. 25, 1952 (Bangkok). 
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Egport permit information 
(Export permits were inspected.) 
No. 168/2495, authorizing export of (unstated) bags weiging 230.67 piculs: 

Issued by Mines Department, Bangkok, fo itself. 

Issued under mining lease No. 295/5Sv0, located in Pilok subdistrict, Thong- 
papoon district, Kanchanaburi Province. 

States location of ore before shipment to be at the Mines Organization 

Component ore: 230.67 piculs under royalty receipt No, 142/2495. 

Royalty receipt No. 140/2495 issued by the Mines Department at Bangkok, 
April 22, 1952 covering 400 piculs, of which only 230.67 piculs were shipped 
under export permit No. 168/2495. 

(Note: Royalty receipt No. 140/2495 was not available at customs. ) 

No. 172/2495, authorizing export of (unstated) bags weighing 277.33 piculs: 

Issued by Mines Department, Bangkok, to itself. 

Issued under mining lease Nos. 297/5797, 298/5798, and 304/5799, located 
in the same subdistrict as under export permit No. 168/2495, 

States location of ore before shipment to be Mines Organization 

Component ore: 277.33 piculs under royalty receipt No. 1385/2495. 

Royalty receipt No. 135/2495 issued by Mines Department at Bangkok, 
April 22, 1952, covering 300 piculs, of Which only 277.33 piculs were shipped 
under this export permit. 

(Note: As above, the royalty receipts was not available.) 

No. 176/2495, authorizing export of (unstated) bags weighing 92.77 piculs: 

Issued by Mines Department, Bangkok, to itself. 

Issued under mining lease Nos. 297/5797, 298/5798, and 304/5799 (same as 
above). 

States location of ore before shipment to be Mines Organization 

Component ore: 2 lots, 70.10 and 22.67 piculs covered by royalty receipts 
Nos. 172/2495 and 135/2495, respectively. 

Royalty receipts: No. 172/2495 issued by Mines Department, Bangkok, to 
itself, on May 6, 1952, covering 133.33 piculs of ore, of which only 70.10 
piculs were shipped under this export permit; No. 1385/2475 issued | 
Mines Department at Bangkok, April 22, 1952 (same permit as that used 
with export permit No. 172/2495, above). 

(Note: As above, the royalty receipts was not available. ) 

No. 179/2495, authorizing export of (unstated) bags weighing 85 piculs: 

Issued by Mines Department, Bangkok, to itself 

Issued under mining lease Nos. 297/5797, 298/5798, and 304/5799 (same as 
above). 

States location of ore before shipment to be Mines Organization. 

Component ore: 85 piculs under royalty receipt No. 174/2495., 

Royalty receipt No. 174/2495 issued by Mines Department at Bangkok, 
May 6, 1952, covering 116.67 piculs of ore, of which only 85 piculs were 
shipped under this export permit. 

(Note: As above, the royalty receipts was not available. ) 

Transit permit information 

Transit permits were inspected. Each of the above four export permits was 
accompanied by the required transit permit authorizing removal of the ore 
from the godown of the Mines Organization to customs. These transit permits, 
which are customarily made out and issued by the shipper himself, are all 
signed by the Director General of the Mines Department, in his capacity as head 
of the Mines Organization rather than in his official capacity as Director Gen- 
eral. The transit permits are dated to correspond with the respective export 
permits. 


REMARKS 


1. These cases are significant in that they exemplify violations of the Mae 
Lama contract even more flagrant than those under lots No. 17 and 18 (above), 
inasmuch as the Mae Lama Mining Co. was not even employed as shipping agent 
in lot No. 25. The name of the Mae Lama Mining Co. appears nowhere in the 
official documents, either or producer, intransit shipper, purchaser, owner, ex- 
porter, or shipping agent. The Mines Department apparently handled the entire 
transaction through the Mines Organization and the Supaphon Co. 

2. The fact that the Mines Department has listed mines under mine lease Nos. 
295/5800, 297/5797, 298/5798, and 304/5799, as the origin of the ore in the 4 
sublots which made up lot No. 25 confirms information which the Embassy has 
received to the effect that the Mines Department, through the Mines Organiza- 
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tion, markets not only the ore produced in its own mines in Kanchanaburi 
Province but also ore produced by small miners in the same province. Three of 
these leases, Nos. 295/5800, 297/5797, and 298/5798, were reported in a previous 
communication to be in the names of Nai Chamras Noklek, Nai Chat Manoch, and 
the Prachuab Dee Co., respectively ; the Embassy has just learned that the fourth 
lease, No, 304/5799, is in the name of Prachuab Dee Co. Ali four are located in 
Kanchanaburi Province. 


CONCLUSIONS 


1. The Mae Lama Mining Co. has nothing whatsoever to do with lot No. 26 
under its GSA contract except to lend the use of the contract to the exporter. 

2. As in the cast of lots Nos. 17 and 18, the ore in lot No. 25, which the 
United States Government was under no contractual obligation to purchase, was 
procured by the exporter at low cost from small producers or large mines in 
Kanchanaburi Province and was resold to GSA for $185,012.10. The approximate 
open market value of the ore in lot No. 25 was, on December 30, 1952, $144,590, 
but this ore may hve been produced at an even lower figure. 


ORIGIN OF ORE, MAE LAMA MINING CO, LOT NO 26 


No. No. 26: 235 bags, 11,815 kilos, shipped December 30, 1952, Arnold Maersk. 

(All data taken from Customs Department, export section, ledger book.) 
Customs Department export entry information 

Two sublots. 


Numbe 
Owner-exporter Shipping agent of eer Export Permit No., date 
Mines Department ..| Mae Lama Mining 36 | 177/2495, Dec. 24, 1952 (Bangkok). 
| Co 
Do elie ks do ‘ 199 | 180/2495, Dec. 25, 1952 (Bangkok). 


Export permit information 
No. 177/2495, authorizing export of 36 bags weighing 29.44 piculs: 
Issued by Mines Department, Bangkok. 
Export permit not inspected because of limited time and because full infor- 
mation on a companion lot (No. 25) appeared to be conclusive. 
Royalty receipts would not have been available at the customs if royalty 
had been paid in Bangkok. 
No. 180/2495, authorizing export of 199 bags weighing 164.61 piculs: 
Same as under No. 177/2495, above. 


REMARKS 


Again, the special significance of this information is that the Mae Lama Mining 
Co. served only as shipping agent (see lots Nos. 17 and 18). 


CONCLUSIONS 


1. It is evident that the Mae Lama Mining Co. neither produced nor owned 
the ore delivered to GSA as lot No. 26 under its contract and that its only con- 
nection with this transaction was to lend the use of its GSA contract and its 
services as shipping agent to the exporter. 

2. The ore in lot No. 26, which the United States Government was under no 
contractual obligation to purchase, was in all probability procured at relatively 
low cost (see lots Nos. 17 and 18), and was resold to GSA at the highly advanta- 
geous price of $53,788.80. The approximate open-market value of this ore on 
December 30, 1952, was $40,914, but as in previous cases this ore may have been 
obtained at a much lower cost. 





t 


aN 


SE a 


ser 


~  PEBO ggNR 





CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 253 


ORIGIN OF ORE, MAE LAMA MINING Co, Lot No. 45 


Lot No. 45: 327 bags, 16,449 kilos, shipped May 31, 1953, motorship Olga Mae’sk. 
Customs department export entry information 
(Export entry form was inspected.) 


Number of 


Owner-exportei Shipping agent <a Export permit No., dat 


Mines department Mae Lama Mining Co 327 | 88/2496, May 30, 1953 (Bangkok 


Export permit information 
Export permit was inspected. 
No. 88/2496, authorizing export of (unstated) bags weighing 272.50 piculs: 

Issued by mines department, Bangkok, to itself. 

Issued under mining lease No. 8413/6296 located in Mae Lama subdistrict, 
Me Sarieng district, Mehongsorn Province. 

States location of ore before shipment to be 15 Pachart Street, Bangsue, 
Bangkok. (Comment: This is the address of the Supaphon Co.) 

Component ore: 272.50 piculs under royalty receipt No. 174/2496. 

Royalty receipt No. 174/2496 issued by the mines department at Bangkok to 
itself, May 16, 1953, covering 325.15 piculs, of which only 272.50 piculs were 
shipped under export permit No. 88/2496. 

(NotTre.—Royalty receipt was not available at the customs. ) 


REMARKS 


1. The export entry listed the mines department as “owner” and the Mae 
Lama Mining Co. merely as “shipping agent.” 

2. The declaration on the export permit that the ore derived from the Mae Lama 
Mines appears to be inconsistent with the fact that the ore was owned by the mines 


department. No explanation is available at this time. 
CONCLUSIONS 


1. The evidence indicates that the Mae Lama Mining Co. did not own the ore 
delivered to GSA as lot No. 45 under its contract and that its only probable con 
nection with this transaction was to lend the use of its contract and its services 
as shipping agent to the exporter. 

2. The ore in lot No. 45, which the United States Government was under no 
contractual obligation to purchase, was in all probability procured at low cost 
and was resold to GSA at the highly advantageous price of $77,471.55. The 
approximate open-market value of this ore on May 31, 1953, was $44,333, but this 
ore may have been obtained at an even lower price. 


ORIGIN OF ORE, MAE LAMA MINING Co. Lot No. 46 


Lot No. 46: 520 bags, 26,099 kilos, shipped May 31, 1953, motorship Olga 
Maersk. 


Customs department ewport entry information 
Export entry form was inspected. 


" Numbe 
Owner-xporter Shipping agent base : Export permit number, date 


Supaphon Co uit Mae Lama Mining Co _| 520 | 82/2496 May 22, 1953 (Bangkok). 
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Export permit information 


Export permit was inspected 
No, 82/2496, authorizing export of 520 bags weighing 433.10 piculs: 
Issued by Mines Department, Bangkok. 
Issued to Supaphon Co, under purchase permit No, 20/2496. 
Component ore: 4 lots varying in amount. 
Royalty receipts: No. 152/2496 April 4, 1953, No. 188/2496 May 22, 1953, 
No. 94/2496 March 12, 1953, and No. 165/2496 May 8, 1953, all issued by the 
Mines Department in Bangkok to itself 
(Royalty receipts were not available at the customs, but numbers and dates 


were recorded on the export permit. ) 





REMARKS 


his case differs from lot No. 45 in that the ore was owned and exported by 
the Supaphon Co., rather than the Mines Department, employing the services of 
the Mae Lama Mining Co. only as shipping agent. The name of the Mae Lama 
Mining Co. does not appear anywhere on the documents covering this transaction 
excel s shipping agent on the export entry form. 


CONCLUSIONS 


1. The evidence indicates that the Mae Lama Mining Co. had nothing what- 
soever to do with lot No. 46 under its contract except to lend the use of the 
contract and its services as shipping agent to the exporter. 

2. The ore in lot No. 46, which the United States Government was under no 
contractual obligation to purchase, was in all probability procured at low cost 
and was resold to GSA for $117,390. The approximate open market value of this 
ore on May 31, 1953, was $70,364, but this ore may have been obtained at a 
much lower cost, 


ORIGIN OF OnE, MAE LAMA MINING Co. Lot No. 47 


Lot No. 47: 224 bags, 11,298 kilos, shipped May 31, 19538, M. S. Olga Maersk. 


Customs Department export entry in ‘ormation 


Export entry form was inspected 


Owner-exporter Shipping agent fee Export permit No., date 
Dags 
Mines department Mae Lama Mining Co 224 | 87/2496 May 30, 1953 (Bangkok). 


Export permit information 
Export permit was inspected. 
No. 87/2496, authorizing export of (unstated) bags weighing 186.99 piculs: 

Issued by Mines Department, Bangkok, to itself. 

Issued under mining lease No. 8400/6265 located in Mae Lama subdistrict, 
Me Sarieng district, Mehongsorn Province. 

States location of ore before shipment to be 15 Pacharat Street, Bangsue, 
Bangkok. (Comment: As in lot No. 45, this is the address of the Supaphon 
Co, ) 

Component ore: 186.99 piculs under royalty receipt No. 175/2496. 

Royalty receipt No. 175/2496 issued by Mines Department at Bangkok to 
itself, May 16, 1953, covering 236.48 piculs of which only 186.99 piculs were 
shipped under export permit No. 87/2496. 

(Note.—Royalty receipt was not available at customs. ) 


REMARKS 


1, The export entry listed the Mines Department as owner and the Mae Lama 
Mining Co. merely as shipping agent 


2. Same as remark 2 under lot No. 45. 
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CONCLUSIONS 


1. The evidence indicates that the Mae Lama Mining Co, did not own the ore 
delivered to GSA as lot No. 47 under the contract and that its only probable con- 
nection with this transaction was to lend the use of its contract and its services as 
shipping agent to the exporter. 

The ore in lot No. 47, which the United States Government was under no 
contractual obligation to purchase, was in all probability procured at low cost 
and was resold to GSA for $52,061.10. The approximate open market value of 
this ore on May 31, 1953, was $30,379, but this ore may have been obtained at an 
even lower price. 

Lot No. 45 consisted of 327 bags shipped on May 31, 1953, on the 
Olga Maersk. 

In this case I inspected both the Customs Department export entry 
form and the export permits which had been issued by the Mines 
Department to authorize the exportation of this ore. The Customs 
Department export entry form revealed that the owner exporter of 
this ore was the Mines Department, and that the Mae Lama Mining 
Co., was e mploye das ship ping agent. 

The export permit revealed that the royalty receipt covering this 
particular ore was issued by the Mines Department in Bangkok to 
itself. However, the export permit, interestingly enough, states that 
the ore is being exported under a mining lease up north in Mae Lama 
subdistrict, Me Sarieng district, Mehongsorn Province, which is the 
area in which the Mae Lama Mines are located. It is the Embassy’s 
opinion from the circumstances that this particular entry on the ex- 
port permit is in error. The Embassy cannot understand how this 
ore, for which royalty was paid by the Mines Department at Bangkok, 
and which was in possession of the Mines Department, and which was 
exported by the Mines Department from Bangkok, could have been 
mined in the Mae Lama Mining Co. up north. This would be a point 
for further investigation. 

Mr. Meaper. You do not have any information on how that error 
came about ; whether it was an oversight or whether it was a deliberate 
falsification of the records ? 

Mr. Srencier. We have no information on that subject, sir. 

Mr. Meaper. Well, now, in this instance, since it was after the first 
of January 1953 when the certificates were required, was there any- 
thing on the face of the documents which would show that at least 
there was a doubt of whether this ore was owned by the Mae Lama 
Mining Co. ? 

Mr. Spreneier. There is no doubt from these documents that the 
ore was not owned by the Mae Lama Mining Co. The Customs De- 
partment export entry form states firmly that the Mines Depart- 
ment was the owner and the exporter, it also states that the Mae Lama 
Mining Co. sent its local agent down to the customshouse with the 
documents and arranged for the shipping, but in nowise is it con- 
sidered the owner of the ore on this form. 

Mr. Mraper. I am now speaking of the documents presented to 
Mr. Snell for his approval for payment under the Mae Lama Mining 
contract. Was there anything on the face of those documents, in- 
cluding this certificate which was required, which would at least raise 
a doubt whether the Mae Lama Mining Co. was the owner of the 
particular shipment of ore? 
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Mr. Srenoier. Well, it is necessary for me to point out that this 
shipment was made on May 31, 1953, which was some 3 weeks after 
Mr. Snell had closed his office, and after the Embassy assumed re- 
sponsibility for administration of the contracts. 

However, this shipment was one of the many shipments which the 
Embassy insisted on obtaining express authority from EPS/Wash- 
ington in order to purchase, in view of the fact that 20 days before 
the Embassy had drafted its long report on the subject. I would 
consider this shipment an interim one. I believe that the report had 
hardly arrived in Washington at the time authorization was made to 
pure hase this. 

Mr. Meaper. In other words, before the embassy had taken responsi- 
bility for certifying a invoice for payment you got an express ap- 
proval from the EPS in Washington ? 

Mr. Srencier. I na | have to check the communications on that 
subject, but it is my understanding that the Embassy requested au- 
thorization from Washington for all purchases after the Embassy as- 
sumed the responsibility for purchasing under the contract, and i 
many cases objected to purchasing particular lots either because the 
ore did not derive from es province under contract or because the 
ore was somewhat larger in quantity than the authorization from 
Washington provided, and so on. 

Mr. Meaper. Mr. Lantaff? 

Mr. Lanrarr. In this connection do you recall whether or not EPS/ 
Washington was advised that the United States was under no con- 
tractual obligation to purchase lot No. 45, and that to do so would 
cause an excess payment of some $33,000 or $34,000 above the market 
price? 

Mr. Spencter. I do not recall, sir, but I think the communications 
would reveal that. 

Mr. Lanrarr. Mr. Chairman, I think it might be very interesting 
to find out if EPS/Washington was so advised by the State Depart- 
ment and notwithstanding that information went ahead and ordered 
it. 

Mr. Mraper. Perhaps it would be in the interest of clarity at this 
point to ask whether there is an EPS representative in the room whe 
can clear up that point right now. 


Mr. Walsh ? 








sg 
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FURTHER STATEMENT OF ALOYSIUS JAMES WALSH, COMMIS- 
SIONER, EMERGENCY PROCUREMENT SERVICE, GENERAL SERV- 
ICES ADMINISTRATION 


Mr. Wausu. No, sir; I cannot from memory. I do know cables came 
in and cables went out. Those will be presented in executive session. 
But I do not recall from memory the language of those cables. 

Mr. Meaper. Is there some reason, Mr. Walsh, why any documents 
or information EPS has on this point should not go in our public 
record ? 

Mr. Watsu. No, sir; from my point of view there is not. The 
sec urity classification is in 1pos sed on those documents by the State 
Department. If the State Department is agreeable to declassifying 
them we have no objection. 

Mr. Lantarr. Mr. Chairman, this cable I have asked about can be 
paraphrased by State and furnished, can it not? 


FURTHER STATEMENT OF WILLIAM F. SPENGLER, THIRD SECRE- 
TARY, AMERICAN EMBASSY, THAILAND 


Mr. SpenGuer. Indeed it can. 

Mr. Lantarr. On lot No. 45. 

Mr. Meaper. Without objection, provided the documents are de- 
classified, we will include in our record at this point any information 
that EPS has with respect to the testimony given by Mr. Spengler now 
with reference to lot No. 45. 

(Note—Files of EPS disclose no information or documents pro- 
aaiting or requesting specific acceptance of lot No. 45.) 

Mr. Meaper. Mr. Spengler, do you have any examples of deliveries 
between the first of January 1953, when this practice of requiring cer- 
tificates was initiated, and the time when Mr. Snell left and turned this 
responsibility over to the Embassy ? 

Mr. Srencuier. Yes, sir; many of those cases are reported in brief 
on the next document, entitled “Ownership of Ore Delivered to 
GSA as Mae Lama Mining Co. Lots No. 27 through 40,” which would 
be part of your exhibit 32B. 


ExHIBit 32B 
OWNERSHIP OF ORE DELIVERED TO GSA AS MAgE LAMA MINING Co. Lots No. 27-40 


While inspecting the customs documents pertaining to the foregoing eight 
alleged Mae Lama Mining Co. lots, the Customs Export Section’s ledger was 
scanned for background information on other alleged Mae Lama Mining Co. 
shipments. In the limited time available, data were obtained on lots No. 27 
through 40 (except lots No. 28 and 39) which reveal that all the ore in these 
additional 12 lots was owned and exported by organizations other than the Mae 
Lama Mining Co. 

In a total of 20 alleged Mae Lama lots investigated (comprising slightly less 
than 50 percent of the total ore delivered to GSA under the Mae Lama Mining 
Co. contract) in not a single instance has the Mae Lama Mining Co. been found to 
have been the producer, owner, and exporter of any of the ore. 
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Table of data on additional Mae Lama Mining Co. lots 


Num ber 








Lot No Owner-exporter Shipping agent bag Export permit No., date 
ags 
27 | Mines Department Mae Lama Mining Co 188 | 26/2496, Feb. 9, 1953 (Bangkok) 
30 | 23/2496, Feb. 9, 1953 (Bangkok) 
30 | 16/2496, Jan. 24, 1953 (Bangkok). 
42 | 5/2496, Jan. 8, 1953 (Bangkok) 
130 | 13/2496, Jan. 20, 1953 (Bangkok). 
420 
>| Mir Department Mae Lama MiningCo 218 | 6/2496, Jan. 9, 1953 (Bangkok 
188 | 30/2496, Feb. 20, 1953 (Bangkok). 
40 
40 $2/2496, Feb. 20, 1953 (Bangkok). 
do O 203 31/2496, Feb. 20, 1953 (Bangkok) 
2 lo 451 35/2496, Feb. 26, 1953 (Bangkok) 
paphon Cc 100 3/2496, Jan. 6, 1953 (Bangkok 
{ 306 | 10/2496, Jan. 19, 1953 (Bangkok) 
345 45/2496, Mar. 12, 1953 (Bangkok). 
751 
385 | Mines Department Mae Lama Mining Co 18 | 27/2496, Feb. 11, 1953 (Bangkok 
383 | 34/2496, Feb. 26, 1953 (Bangkok 
21 42/2496, Mar. 10, 1953 (Bangkok 
180 | 43/2496, Mar. 11, 1953 (Bangkok 
aR 
3h) ipaphon Co kc 813 | 50/2496, Mar. 19, 1953 (Bangkok 
7) . 
38 | Mines Depart nt i 222 | 56/2496, Mar. 27, 1953 (Bangkok 
4 1 I Vi 1 43 }7/2496, Mar. 31, 1953 (Bangkok). 
46 72/2496, Apr. 30, 1953 (Bangkok 
46 79/2496, May 9, 1953 (Bangkok). 
82 | 80/2496, May 9, 1953 (Bangkok), 
N« ve 


CONCLUSIONS 


It was our original intention to “spot check” eight representative Mae Lama 
Mining Co, lots, selected more or less at random, but we have ended up with a 
sample representing slightly less than half the total quantity of ore delivered 
to GSA under the Mae Lama contract. With this rather comprehensive coverage 
of the centract deliveries, at least during the last year and one-quarter of the 
contract’s operation, it is justified to conclude: 

1. That the Mae Lama Mining Co. did not own or export in its own name 
y of the ore delivered to GSA under its contract, 

2. That none of the ore delivered to GSA under the Mae Mining Co. contract 
appears to have derived from the Mae Lama mines under contract. 


This is a list of individual lots between January 1 and ap- 
proximately May 1953. This information was copied from the ledger 
maintained by the Export Section of the Customs Department. Al- 
though the documentary evidence which I had been authorized by 
the Minister of Finance to obtain did not cover any of these shipments, 
I did take the opportunity while I was down at the customs house of 
going through their ledger book and making a hasty calculation of 
intermediate orders which had been purchased by GSA. 

[t will be noted in running down the list that the owner-exporter 
of this ore was in most cases the mines department, otherwise the 
Supaphon Co., but in no case was it the Mae Lama Mining Co.; but in 
every case the lots were delivered under the Mae Lama Mining Co. 
contract. 
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It will also be noted under the column headed “Shipping Agent” 
that the shipping agent was in all cases the Mae Lama Mining Co. 

Mr. Mraper. So that we understand this correctly, with respect 
to all of these lots, 27 through 40, did the documents presented to 
Mr. Snell on their face raise a doubt as to whether the Mae Lama 
Mining (0; Was the owner, producer or exporter of the ore contained 
in those lots? 

Mr. Srenarer. I would say they would raise a doubt provided 
the recipient of the certificate had verified the lease numbers and their 
locations and the ownership of the mines under lease. I would say 
that the documents at first glance do not appear to reflect violations 
of the contracts. The certificate of origin merely states that the ore 
included in so-and-so-many bags accompanying this certificate has 
derived from the following mine leases—and a numbe -r of mine leases 
are listed and the provinces in which they are located. 

Mr. Meaver. But if Mr. Snell, for example, took the trouble to 
look up those mine leases he would then be bound to discover that 
they were not Mae Lama mines; is that correct ? 

Mr. Spencer. He would find that in many cases they were not 
Mae Lama mines. He would find they were the list of mines which 
he had previously obtained from the managing director of the Mae 
Lama Mining Co., the so-called list of 11 mines in the Mae Lama group. 
This would come back to information which he had already received 
and passed on. If he accepted these 11 mine leases as being legitimate 
sources of ore under the contract then he would have no way of doubt- 
ing the contract uality of the ore delivered. 

Mr. Meaprer. Then we come back, apparently, to the same question 
of whether or not those Ll least were covered by the contrac C, do 
we not ¢ 

Mr. SPeNGLER. Surely. 

Mr. Meaper. Do we have all the facts upon which someone could 
pass a legal judgment as to whether those 11 leases were covered by 
the contract or not ¢ 

Mr. Spencier. In my opinion we have. 

Mr. Mi ADER. H: is the re bee hn al y leg Oo il opinlo re nel re “| by anyone, 
either in the State Department or in the EPS, to your knowledge, or 
elsewhere in the Government ? 

Mr. Srencier. Not to my knowledge, but I would like to point out 


that I hardly think it is the function of the State Department to 
make this sort of decision. We were, after all—I might say, not the 
State Department, but the embassy which reported the situation— 


only acting as a fact-finding mission, and we believe that the respon- 
sibility for determining contract violations rested with the agency 
responsible for the contract. 

Mr. Meaper. Mr. Lantaff? 

Mr. Lantarr. In connection with this table about which you have 
jus t testified, if the certificates showed that the ore came from one of 
the 11 mines under le: ase by the Mae Lama Mining Co. how is it that 
the owner of the ore is shown as the Mines Department ¢ 

Mr. SreNGuer. In my opinion the certificates are erroneous. 

Mr. Lantarr. In other words, the certificates upon which payments 
were made were fraudulent and did not bespeak the truth as to the 
source of the ore ? 
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Mr. SpenGier. In my opinion, and in the opinion of my associates 
who have investigated this, that is correct. 

Mr. Lantarr. How did you find out that lots 27 through 32 were 
all originally owned by the Mines Department? Was that by check- 
ing the customs receipts ? 

Mr. Spencer. Yes, sir. One of the additional documents to which 
I referred at the customs house was the ledger book maintained by 
the Export Section of the Customs Department, in which a two-page 
entry is made on every individual exportation of wolfram ore. For 
example, an entry would have been made on all of the previous lots 
which we have alre: idy referred to here. 

Not having had the time to ask for complete documentation—nor 
the permission, I might say, to ask for complete documentation—on 
all of these many lots, 27 through 40, I merely reviewed the entries in 
this ledger book, and every time I noted one which appeared by the 
number of bags to be identified with a Mae Lama Mining Co. lot I 
copied down the alleged owner-exporter as reflected by the Mines 
Department and Customs Department documents, the shipping agent, 
bags, and export permits. 

Mr. Lantarr. In other words, you did not do as you did with some 
of these other lots, and determine the exact mine from which these 
lots 27 through 40 came ? 

Mr. Spencier. No, sir; but this would have been a simple exercise 
of investigation, for which we did not have the time at the moment. 

Mr. Lantarr. But this information was available to Mr. Snell at 
the time he accepted this false certificate, was it not ? 

Mr. Spencuer. I believe it was. I believe that by asking the sup- 
plier or the alleged supplier of the ore for the export entry form, the 
export permit, and the royalty receipts applying to the export permit, 
he would have been able to tell at a glance that the ore derived from 
mines not under contract. 

Mr. Lantarr. So that really this 11-mine proposition is not an issue 
in this particular group of shipments, because the certificates them- 
selves were obviously false and no effort was made by EPS to verify 
the truth of those statements. 

That is all I have, Mr. Chairman. 

Mr. Meaprer. Mr. Spengler, you have described the situation with 
respect to the Mae Lama contract. Would you tell us briefly whether 
or not that same general situation existed with respect to the other 
contracts; the U-Tong Thai Co. contract and the Yip In Tsoi 
contract ¢ 

Mr. SpenGcuer. Yes. In the case of the U-Tong Thai Co. I exam- 
ined all documents pertaining to four of their lots. The company 
shipped 10 or 11 lots, so that 4 lots comprised a significant quantity. 

I discovered that in no case is the U-Tong Thai Co. even mentioned 
on any of the official documents either as pata er, owner, purchaser, 
in-transit shipper, exporter, shipping agent, or anything else. The 
name “U-Tong Thai” simply does not appear on any of these Thai 
Government documents which I examined. 

The reason for this became clear to the Embassy in early October 
when the commercial counselor of the Embassy had a discussion with 
Capt. Somwang Sarasas, the managing director of the U-Tong Thai 
Co. in which he asked him why it was that the name of his company 
did not appear in any of the official documents, and he replied quite 





‘ 
« 
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matter of factly, I believe, that he had assigned his contract to the 
Kian Gwan Co. in the early stages and that the Kian Gwan Co. had 
delivered the ore under his contract. 3 

Mr. Meaper. Now, is the Kian Gwan Co. a producing mine 
company ¢ 

Mr. Spencier. It is not. It is a very large international trading 
company which has developed a very large network for the procure- 
ment of ore from small miners, mostly in the south of Thailand. 

Mr. Meaver. Do you happen to know offhand whether the contract 
authorizes assignment by the contractor without the consent of E PS! 

Mr. Srencuer. I believe, as in the case of most similar contracts, 1 
forbids assignment. I am not sure, but I believe the committee has 
a copy of the contract and could find the clause therein. 

Mr. Meaper. Do you know whether or not this assignment was 
known to and approved or approved by EPS? 

Mr. Srencier. I would have no way of knowing that. Corre 
spondence of EPS with Tokyo and Washington does not reflect that. 

Mr. Mraper. Now, what is the situation with respect to the Yip 
In Tsoi contract? By the way, maybe we should have the name of 
your commercial counselor in the record. 

Mr. Srenciter. Mr. Howard L. Parsons, whom I mentioned in my 
introductory remarks. 

Mr. Meaper. You were not present at that conversation ? 

Mr. Srencier. As a matter of fact, I heard the conversation, inas 
much as it occurred after office hours and I was working in the adjacent 
office. The office has a partition which does not go to the ceiling, and 
I overheard the entire conversation. 

With respect to the Yip In Tsoi Co., I might say that the results 
of my inspection of documents in the Customs Department reflect to 
the very last detail the information which Mr. Yip In Tsoi had pro- 
vided voluntarily to the Embassy in early April 1953 as recorded i 
our first dispatch. The committee has spent some time interrogwat ng 
other witnesses on this episode, and I need not go into detail about it. 

I checked three lots of the Yip In Tsoi Co. We selected two lots 
which had been purchased by GSA prior to the certification procedure, 
that is, the certificate of origin, and one lot subsequent to the institution 
of the certificate of origin. The earlier case concerned lots Nos. 9 and 
10 which were shipped together as one shipment on October 31, 1952, 
on the steamship Laura Maersk. 'These 2 lots were covered by 2 ex- 
port permits which I inspected. The first export permit which in- 
cluded ore comprising 264 bags was covered by 21 royalty receipts. 
Fifteen of these royalty receipts were from Nakorn Srithamarat 
Province, 4 from Songkhla Province, and 2 from Yala Province, 
all in south Thailand. Furthermore, the inspection of the royalty 
receipts which I made in this case revealed that 8 of the receipts 
covering 57 percent of the ore were issued actually to the Yip In Tsoi 
Co. and e omprised ore which the Yip In Tsoi Co. had mined in its own 
mines under the contract. An inspection of the royalty receipts 
revealed further that 13 royalty rece ipts covering 43 percent of the 
ore were actually issued to sm: ull miners in south Thailand not under 
the contract. Roughly the same situation occurred in inspecting the 
other export permit. 

L discovered part of the ore had been mined i n Yip In Tsoi’s own 
mines in south Thailand, and part was purch: inl ie Yip In Tsoi, and 
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this information tallied completely with the statements which Mr. 
Yip In Tsoi made. 

If the committee would refer to exhibit 16, page 17, table ITI-2—— 

Mr. Meaper. What report is that ? 

Mr. Srencier. That isthe May 11 report, page 17. 

Mr. Kennetry. I might note, Mr. Chairman, this chart to which you 
now refer has been listed in our reports as No. 8 and is already in the 
record. 

Mr. Meaper. Without objection, table IIT-2, exhibit 8, will be in- 
corporated in the record in connection with the testimony that Mr. 
Spengler has just given. 

( Exhibit 33 is as follows :) 


EXHIBIT 33 


TABLE III-2.—Wolfram ore sold to EPS by Yip In Ts0i, showing percentage from 
mines leased by Yip In Tsoi 





Volume shipped 











| 











Lot number Date shipped Proportion | Proportion 
| Total! purchased in | {fom mines 
‘open market *| listed in 
| contract * 
Longtons | Percent | Percent 

i _...| June 30, 1952 12.357 | 69.4 30.6 
2. July 18, 1952 | 12.435 | 37.9 61.1 
3.. | Aug. 7, 1952 12.230 | 48.0 52.0 
a ae ae 12. 430 66.7 33.3 
5 Sos coeur! 12. 480 51.4 48.6 
6. Aug. 17, 1952 12. 402 0.0 100. 0 
Pe es sae Sept. 18, 1952 12. 399 62.9 | 37.1 
8. Sept. 19, 1952 12.397 | 37.6 | 62.4 
a Oct. 31, 1952 12.393 | 43.3 56.7 
10 Be, PRR” Gea 12.390 | 61.9 | 38.1 
fees | Nov. 14, 1952 12. 4246 39.9 60.1 
12 Nov. 29, 1952 | 12. 4045 | 83.4 | 16.6 
13 Dec. 12, 1952 12.404 | 0.0 100.0 
14... Jan. 21,1953 | 12. 558 0.0 | 100.0 
15 Feb. 19, 1953 | 12. 412 0.0 | 100.0 
16 .| Mar. 17, 1953 12. 458 0.0 | 100.0 
17 ..| Mar. 25, 1953 12. 319 0.0 | 100.0 
DOO ois Kpotencectnesccastedsunntenéasodenedadceretaces 210. 8931 | 35. 4 | 64.6 


1 Information received from Iccal manager EPS Office. 
4 Information furnished by Mr. Yip In Tsoi. 


Mr. Spenoter. This table is based upon the information voluntarily 
given the Embassy in the spring of 1953 by Mr. Yip In Tsoi. You 
will note that under lots 9 and 10 which Mr. Yip In Tsoi said were 
shipped on October 31, 1952, he admitted in the case to lot No. 9 that 
43 percent of the ore had been purchased in the open market and 56 
percent had been derived from his own mines. In the case of lot 10, 
61 percent had been purchased in the open market and 38 percent, 
roughly, had been produced in his own mines. This information 


tallied completely with information I discovered from an inspection 
of documents covering these two shipments in the Customs Depart- 
ment. 

Mr. Meaper. I note from the table that lot No. 12, shipped Novem- 
ber 29, 1952, 83.4 percent of that lot was derived from purchases in 
the open market and only 16.6 percent from production of Yip In Tsoi 
Is that correct ? 


mines. 





ee 
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Mr. Srencier. That is correct, according to the figures supplied by 
Mr. Yip In Tsoi. 

Mr. Mraper. Then from that date, commencing December 12, 1952, 
five subsequent shipments through lot 17, 100 percent was produced in 
Mr. Yip In Tsoi’s own mines ? 

Mr. SpeNGuER. Yes. 

Mr. Meaver. According to his statement to the Embassy ? 

Mr. SpENGLER. Yes. 

Mr. Mraver. Did you have any way of verifying the accuracy of 
that statement ? 

Mr. Speneuer. I did, and I found it completely accurate. If the 
committee will turn to “Origin of Ore, Yip In Tsoi Lot No. 20,” which 
is in exhibit No. 12 of the committee, the committee will note in this 
instance I inspected documents covering a lot which was delivered to 
GSA after the certification procedure and after Mr. Yip In Tsoi 
learned he would have to supply ore only from the mines under con- 
tract or after he so stated. In this instance the lot was all covered by 
one export permit. The export permit listed 5 royalty receipts, 4 is- 
sued in Songkhla Province and 1 in Ranong Province in south Thai- 
land. I inspected the 5 5 royalty receipts, and they were all issued cov- 
ering ore mined in 3 of the mines specifically stated i in the Yip In Tsoi 
contract. It was the Embassy’s opinion on a review of lot No. 20 that 
this is a case in which 100 percent of the ore was produced, owned, and 
exported by the contractor and there was no violation of any kind. 

(Exhibits 34A and 34B covering lots 9, 10 and 20 follow:) 


EXHIBIT 34A 
ORIGIN OF ORE IN Tsor COMPANY Lots No. 9 AND 10 


Lot No. 9: 264 bags, 12,671 kilos, shipped October 31, 1952, Laura Maersk. 
Lot No. 10: 278 bags, 12,672.6 kilos, same ship. 


Customs department export entry information 
Export entry forms were inspected. 











j | | ee a 
| as . , 
i , 1 a - | Number | Export permit number and 
Lot Owner-exporter Shipping agent bags | date 
auaiaaitansiaaaaiaell “ ~ nnn inniiiab liad re ‘ 
ae Yip In Tsoi Co__.| East Asiatic Co. 264 | 64/2495, Mar. 10, 1952 (Na- 
| korn Srithamarat). 
Webs ORs « cticcnsccnsacedsles si camenenstiesde~<a4dtinataeabate 278 | 66/2495, Jan. 10, 1952 (Nakorn 


Sritha marat). 





Ezport permit information 


Export permits were inspected. 
No. 64/2495, authorizing export of 264 bags weighing 210 piculs: 
Issued by the provincial mining officer at Nakorn Srithamarat, south 
Thailand. 
Issued to Yip In Tsoi & Co. under purchase permit No. 1/2495. 
States location of ore before shipment to be Yip’s godown in Bangkok. 
Component ore: 21 lots varying between 1 and 45 piculs. 
Royalty receipts: 21 receipts, 15 from Nakorn Srithamarat Province, 4 from 
Songkhla Province and 2 from Yala Province, all in south Thailand. 
(Note.—All 21 royalty receipts were inspected and notes were taken. Eight 
of the receipts covering 57 percent of the ore were issued to Yip In Tsoi 
and represent ore from its own mines; the remaining 13 receipts cover- 
ing 43 percent of the ore were issued to small traders in all 3 Provinces.) 
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No. 66/2495, authorizing export of 278 bags weighing 210 piculs: 

Issued by the provincial mining officer at Nakorn Srithamarat. 

Issued Yip In Tsoi as above. 

States location of ore as above. 

Component ore: 12 lots varying between 10 and 40 piculs. 

Royalty receipts: 12, 5 from Nakorn Srithamarat, 4 from Yala, and 3 from 
Songkhla Provinces. 

(Note All 12 royalty receipts were inspected and notes were taken. Four 
of the receipts covering 88 percent of the ore were issued to Yip In Tsoi 
and represent ore from its own mines; the remaining 8 receipts covering 62 
percent of the ore were isued to small traders in all 3 provinces. ) 


Transit permit information 

Both above-mentioned shipments of ore were covered by transit permits 
executed by the Yip In Tsoi Co. representative at Tong Song District, Nakorn 
Srithamarat Province, the first on October 6 and the second on October 16, 1952. 
These certificates accompanied the ore from south Thailand to Bangkok and 
were surrendered to the Customs Department, where they were inspected. Yip 
In Tsoi maintains a branch office at Tung Song. 


REMARKS 


1. All the ore in these two lots was owned by Yip In Tsoi and was exported to 
GSA by the contractor. Part of the ore was produced in Yip In Tsoi’s own mines 
in south Thailand, but part was purchased from traders in the same area. The 
latter, of course, constitutes a breach of the Yip In Tsoi contract which requires 
that the ore derive from 5 specific mines operated by Yip In Tsoi in south 
Thailand. 

2. The information just obtained from the Customs Department on lots Nos. 
9 and 10 (above) verifies to the last detail the report on those lots submitted 
voluntarily by Mr. Yip In Tsoi in April and reported to Washington on May 11. 

> Lots Nos. 9 and 10 illustrate more clearly than any of the foregoing Mae 
Lama or U-Tong Thai lots what might be considered normal documentation of 
wolfram ore for export under a GSA contract. The royalty receipts are available, 
the export permits were issued in the area in which the ore was mined, and the 
export entries indicate that the ore was actually owned and exported by the 


contractor, 


CONCLUSIONS 


1. Of the 210 piculs of ore in lot No. 9, Yip In Tsoi & Co. had procured 91 


piculs on the open market in south Thailand, in violation of its GSA contract. 
Of the 210 piculs in lot No. 10, the company had procured 130 piculs on the open 
market 


2. The United States Government was under no contractual obligation to pur- 
chase 221 of the 420 piculs delivered by Yip In Tsoi as Lots Nos. 9 and 10 under 


its GSA contract. The total payment for these lots was $55,993.80. 
ExHIsit 34B 
ORIGIN oF ORE, Yrr IN Tsor Lor No, 20 


Lot No. 20: 244 bags, 12,912 kilos, shipped May 21, 1953, MS Laura Maersk. 
Customs Department export entry information 
Export entry form was inspected. 


Number 


Owner-exporter Shipping agent of bags Export permit No., date 
Yip In Tsoi Co ‘ East Asiatic Co 224 | 33/2496 May 4, 1953 (Nakorn Srith- 


amarat). 
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Export permit information 
Export permit was inspected. 
No. 33/2496, authorizing export of 244 bags weighing 212 piculs: 

Issued by the provincial mining officer at Nakorn Srithamarat, south 
Thailand. 

Issued to Yip In Tsoi under purchase permit No. 1/2496. 

States location of ore before export to be Yip’s godown in Bangkok. 

Component ore: 5 lots varying between 18 and 50 piculs. 

Royalty receipts: 5 receipts, 4 issued at Songkhla Province and 1 in Nakorn 
Srithamarat Province, in February, March, and April 1953. 

Royalty receipts were inspected. Four were in the name of Yip In Tsoi, 
and 1 in the name of the Khao Kiam Mine which Yip In Tsoi operates 
under sublease. Each royalty receipt bears a mine lease number which 
corresponds with 1 of 3 mines under contract, namely, the Sin San, Wang 
Phra, and Khao Kiam Mines. 

Transit permit 

This ore was covered by a transit permit which was inspected. 

REMARKS 

1, This is the first GSA contract lot examined which was regular in every 
respect. The ore derived from mines under contract and was owned and ex- 
ported by the contractor. This is evidence that Yip In Tsoi & Co. has been 
attempting conscientiously to observe the terms of its GSA contract, according 
to the manager’s allegations, ever since it was informed in November 1952 that 
strict compliance would henceforth be required. 

2. The set of documents covering lot No. 20 was an even better example of 
normal documentation under a GSA contract than the set covering lots Nos, 9 
and 10. 


CONCLUSION 

Apparently the ore in Yip In Tsoi lot No. 20 was produced, owned, and ex- 
ported by the contractor. There was no apparent irregularity of any kind in this 
lot. 

Mr. Meapver. Mr. Spengler, did you make a computation with re- 
spect to these other two contracts, that is, the Yip In Tsoi contract 
and the U-Tong Thai contract, to estimate the excess payment made 
by EPS, similar to the computation you made with respect to the Mae- 
Lama Co., in the sum of $295,000 ? 

Mr. Spencter. I believe the Embassy did. 

Mr. Kenney. It appears to be table 1V-3. 

Mr. Spencer. Yes. That is the case of the U-Tong Thai. 

Mr. Mraper. Give us the figures on U-Tong Thai. 

Mr. Spencer. It was very difficult to determine the proper ap- 
proach to this question in a logical fashion, inasmuch as the Embassy 
was somewhat in doubt as to what would constitute a contract viola- 
tion and what would not in this very cleverly worded contract in 
which ore might be delivered from any mine in Ranong and Songkhla 
Provinces of south Thailand as well as ore from the Muang Nam Yen 
allegedly in south Thailand, and inasmuch as there was no obligation 
that these mines be operated by the U-Tong Thai Co. So all the Em- 
bassy did in this case was simply make a comparison of the contract 
price for the U-Tong Thai Co., under which all of those shipments 
from June 30, 1952, to March 30, 1953, were made, with the world 
market price prevailing at that time. The Embassy’s computation 
appears as table IV-3, in exhibit 16. The Embassy’s conclusion was 

45487—54——-18 
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that payments in excess of the world market price under this contract 
amounted to $77,484. 

Mr. Meaper. But you made no effort to separate the production 
from the U-Tong Thai mines from that which they may have procured 
in the open market? 

Mr. Spencier. We were unable to do that at the time. This was 
May 1953, and we had no production figures on mines under contract, 
inasmuch as the mines under contract were not specified in the 
contract. 

Mr. Meraper. Without objection, table IV—3, exhibit 35, will be in- 
corporated in the record in connection with Mr. Spengler’s testimony 
on this point. 

(Table IV-3 is as follows:) 

EXHIBIT 35 
Table IV-3 
[In United States dollars] 


World price f. 0. b. | 
Thailand 








Contract Payment 

Nate of dhtnnient Volume ee St ee 

ee long tons $4,537 per | Price per of world 

long ton iTotal amount! long ton DEAOCS 
unit 

—— _ Se ——____ — | ee — ———— _ —EE — — 
June 30, 1952 15.03 | $68,191 | $62, 940 $60. 00 $5, 251 
July 27, 1952. 11.89 | 53, 945 | 50, 111 60. 50 | 3, 834 
Sept. 9, 1952 11.14 50, 542 60. 50 3, 498 
Oct. 31, 1952 19, 79 89, 787 60. 50 | 6, 214 
Dec, 31, 1952_- 14. 84 67, 329 55. 60 | 9, 750 
Feb. 28, 1953... 16. 70 75, 767 | | 45. 90 | 22, 277 
Mar. 17, 1953 eee 20. 00 90, 740 | 64, 080 45. 90 26, 660 
aaa te sates 109. 39 496, 301 | 417, 770 eaiteale 77, 484 


1 All sales based on contract price of $65 per long ton unit and average metal content of 69.80 percent. 


Note.—Fractions carried out to 2 places only. Actual amount shipped was 109.40394 long tons; actual 
amount paid was $496,365.65. 


Mr. Meaper. Now, what were the excess payments under the Yip 
In Tsoi contract ? 

Mr. Spencier. They were not computed, apparently, although it 
would be a simple matter, I think, to compute them now. I could not 
do it right here, but it could be done. I believe we considered it un- 
necessary to do it, because the facts in table I1I-2 pretty well spoke 
for themselves. 

Mr. Meapver. That showed that 35.4 percent of the deliveries were 
derived from purchases in the open market and that only 64.6 percent 
were from Yip In Tsoi’s own mines. Is that correct ? 

Mr. Sprenower. Yes, sir. Although we did not make a computation 
of the excess cost to the United States Government in this case, I 
might add that the excess cost would not have appeared large inas- 
much as Yip In Tsoi’s extra contractual deliveries to GSA occurred 
at a time when the only differential between the contract price and 
the world market price was not great. 

Mr. Mraper. Now, Mr. Spengler, I would like to turn to the agree- 
ment of April 1953 between Mae Lama, Kian Gwan, and Captain Sara- 
sas. Will you identify that document? 
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Mr. Spenoter. I can identify it, sir. It appears as enclosure No. 16 
to exhibit 19. 

Mr. Kennetty. That is exhibit No. 14. 

Mr. Meapver. That is exhibit No. 14 and is already in the record? 

Mr. Kenney. Yes. 

Mr. Meaper. Now, Mr. Spengler, can you enlighten the committee 
on how this document came into your hands ? 

Mr. Spenoter. I can do this in general. A certain party in Bang- 
kok, whose identity, for obvious reasons, must be kept confidential, 
obtained and presented this document to Mr. Parsons at the Embassy. 
He obtained this document after rather arduous labor. Nevertheless, 
he obtained it for a short time, long enough for the Embassy to obtain 
photographic copies of it. I examined the document personally, 
found it to be just what it purports to be, found it to have been signed 
as indicated on the second page. The document was returned to the 
person giving it to the Embassy and was disposed of in some manner 
unknown to me. 

There is no doubt as to the authenticity of this document, inasmuch 
as Mr. Parsons, in his late afternoon conversation with Capt. Som- 
wang Sarasas said—— 

Mr. Meaper. Is this the same conversation which you referred to 
before and which you overheard ? 

Mr. Spencer. Yes, sir; it is the same conversation to which I re- 
ferred before. Mr. Parsons informed Captain Sarasas who is one 
of the conspirators in this document, that he had obtained a copy of 
it. After some hesitation, Captain Sarasas admitted the document 
had been signed, had been completed, but he added the agreement had 
never been put into effect because of a falling out of the parties. This 
fact we were not able to substantiate. 

Mr. Meaper. I notice the document is dated simply April 1953. 

Mr. Spencer. Yes, sir. 

Mr. Meaper. Is that the only date on the document? 

Mr. SPENGLER. Yes, sir; it is. 

Mr. Meaper. The second page appears to be blank—signed at 
Bangkok the (blank) (day of blank) 1953. 

Mr. Spenoier. I think that explains that fact that the date was 
not given by theday. The “/S/” in all three cases indicates the actual 
signatures of the parties appearing on the document I explained. 
The fact of the matter is the copy of the document which we ex- 
amined was no doubt a copy of the version which was sent to the 
addressee for his signature and no date of his signature was put on 
the agreement. But we have the statement of Captain Sarasas that 
the document was actually signed and agreed to by all parties. 

Mr. Mreaper. Approximately when did this document come to your 
attention ¢ 

Mr. Spencier. The document came to our attention shortly prior 
to its having been reported on October 8. I would say that it came 
to our attention about the 4th or 5th of October. 

Mr. Meaper. In other words, after Mr. Hoffnauer made his ex- 
amination ¢ 

Mr. Srenouer. Oh, yes, sir. We did not know about this document 
until long after he left. 
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Mr. Meaper. Did Mr. Parsons discuss with Captain Somvang 
Sarasas this passage which I will read ¢ 

Paragraph 2: Kian Gwan (Thailand), Ltd., shall receive payment from Bang- 

kok Bank, Ltd., of the letter of credit now with said bank with yourselves as 
beneficiary 
“vourself” being the Mae-Lama Mining Co.— 
@ U. 8. $65 (U. §S. dollars sixty-five) per long ton unit, of which price 
@ U. 8S. $2 (two dollars) will be reserved for a certain private party. This 
amount to be handed to Capt. Somwang Sarasas for immediate remittance after 
we have received payment on letter of credit 80 percent. 

Did Mr. Parsons discuss that passage of the agreement with Capt. 
Sarasas? 

Mr. Srencter. He did. 

Mr. Mraprr- Can you tell the committee what Capt. Sarasas had 
to say about it? 

Mr. Spencier. Yes. I do not believe Mr. Parsons quoted but rather 
informed him that the embassy had received a copy of this document 
and that it made this allegation. After some hesitation, Capt. Sarasas 
admitted that 7 did. Mr. Parsons asked the identity of the certain 
private party. Captain Sarasas replied that it was a commercial com- 
pany in Bangkok. Mr. Parsons e caren some surprise at this reply 
of Captain Sarasas but Captain Sarasas shed no more light on the 
identity of the “certain private party.” 

Mrs. Str. Grorer. Do you believe that story, or do you believe that 
was just for effect ? 

Mr. Spencirr. I do not believe that story, and I believe it was for 
the benefit of Mr. Parsons. I hardly see how any private commercial 
company in Bangkok could qualify for remuneration under this 
contract. 

Mr. Meaper. That agreement purported to be executed in April 
1953. and here it was October 5th or 6th, 1953. before you learned 
about it, and you previously testified that Captain Sarasas said it did 
not become operative. Can you develop that a little more? 

Mr. Srencier. No, sir: I cannot. We did not develop any infor- 
mation that deliveries had been made under the Mae Lama contract 
in accordance with this agreement. The reason we were not able to 
develop this information by the time our last report was submitted 
was that statistics were not available in the customhouse on the more 
recent deliveries to GSA. 

If the committee will note, the last shipment which I was able to 
investigate at the customhouse was that of May 31, 1953, and although 
this document was to have pertained to deliveries from May to August 
1953, I did not inspect any document at the customhouse which 
would have reflected on this situation. I believe that at a later date 
a thorough inspection of the documents at the customhouse per- 
taining to lots after May 31, 1953, might well reflect that this agree- 
ment had been put into effect. But we are unable at this time to sub- 
stantiate that. 

Mr. Lantarr. Was not some ore shipped by the Mae Lama Mining 
Co. that was originally warehoused in the Kian Gwan Co.’s warehouse? 

Mr. Srencier. Not as far as I know. But an additional factor 
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which caused the Embassy to believe the document was put into effect 
was the fact that on April 11, 1953, the managing director of the 
Mae Lama Mining Co. sent a letter tothe EPS re presenti itive in Bang 
kok informing him that henceforth the Mae Lama Mining Co. would 
use the Kian Gwan godown to store its ore prior to delivery to GSA. 

Mr. Meaper. ‘The godown was the warehouse ? 

Mr. Spencer. The godown was the warehouse; yes, sir. ‘The fact 
that this letter was sent on April 11 leads the Embassy to believe that 
this document was signed immediately prior to April 11 and this 
evidenced the intention of the parties to go forward with the 
agreement. 

Mr. Meaper. Was there any request made by the Mae Lama Co. 
for accelerated deliveries under its contract during this period of time? 

Mr. Srenauer. Yes, sir; there was. 

Mr. Mraper. What evidence do you have of that? 

Mr. Srencier. I do not have the cablegrams that covered this situ- 
ation. I believe they would be available to the committee. 

Mr. Lanrarr. Does not this chart reflect some shipments after 
April 11? 

Mr. Spencer. It does, but I believe what the chairman referred to 
is a specific request on the part of the Mae Lama Mining Co. sometime 
in May 1953 to obtain permission from EPS to increase its deliveries 
for 3 months. 

Mr. Meaper. Mr. Walsh, do you have any information on that ? 

Mr. Watsu. From memory only. I think there was a request to 
increase deliveries. 

Mr. Meaper. Are the files in this case in the hearing room? 

Mr. Waxsu. They are not here at the moment. ‘They are in the 
files that will be presented in executive session, 

Mr. Meaper. Do you recall when that letter was sent—anything 
more about it than you have told us? 

Mr. Watsu. Nothing other than it was within this calendar year. 

Mr. Meaper. Is there some reason why those letters should not be in 
our public record, Mr. Walsh? 

Mr. Watsu. No,sir. Again I would like to state as far as I am con- 
cerned and EPS is concerned, all of that information can be in the 
public record, either in full or paraphrased, if the State Department 
removes the classification. 

Mr. Mraper. We have a reference here to a Morton letter dated 
May 15, 1953, and the Walsh letter dated May 22, 1953, which had been 
seen by a committee staff member and, just so sles record can identify 
the letters properly, our information is that a request was made by 
Mae Lama to accelerate deliveries under the contract and that was 
refused by the Emergency Procurement Service. 

Mr. Watsu. That may be true. T do not know. 

Mr. Meaper. The letters will speak for themselves and, subject to 
their declassification, if they are classified, without objection they will 
be incorporated in our —s at this point as exhibits 36A and 36B, 
and exhibits 387A, 37B, 37C, 37D, 37E, 37F, and 37G. 
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(The letters are as follows:) 


EXHIBIT 36A 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Far EASTERN OFFICE, 
Tokyo, Japan, May 15, 1953. 


Re contract GS-OOP-474 (SCM) Mae Lama Mining Co. 
Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington 25, D. C. 

DEAR Mr. WatsH: There is enclosed a copy of a letter written by the managing 
director of the Mae Lama Mining Co. which requests that the minimum and 
maximum monthly shipments be disregarded during the period June through 
October due to difficulties in transportation which will be occasioned during the 
monsoon season. Inasmuch as amendment No. 1 to the contract allows for ship- 
ment of tonnages on a quarterly basis, we have replied to the Mae Lama Mining 
Co. that we do not feel that the delivery schedule should be altered. 

If there is further correspondence from the Mae Lama Mining Co. on this 
request you will be advised. 

Yours very truly, 
HAMILTON Morton, Manager for Far East. 


ExuHIsIt 36B 
MAE-LAMA MINING CO. 
176, Chaiyapume Road, Chiengmai 


Chiengmai, May 4, 1953. 
Re: Our contract GS—OOP-474-SCM. 
ISMERGENCY PROCUREMENT SERVICE, 
3ANGKOK OFFIC! 
(Attention: Mr. A. B. Snell.) 

Dear Str: According to the new amended contract we have signed with you, 
the quarterly shipment is not more than 180 long tons with minimum shipment 
of 50 long tons per month. 

But, owing to the raining season which will start from July and last till 
October, occasioning during that period always certain difficulties in the trans- 
portation, we are afraid that we would not be in correct position to keep always 
our right schedule according to the terms of the contract. 

In prevision of such forthcoming delays in the shipment we have made efforts 
to increase our productions in every mine by 2 shifts instead of 1 since this month. 
We therefore would like to ask your permission to let us ship, from J‘une to 
October only, any quantity of ores we can bring down, disregarding the minimum 
and maximum monthly shipment, but in all its total not less than 250 long tons 
and not more than 300 long tons. From October onward it will be according 
to the schedule specified in the contract. This will enable us to ship ahead of the 
rainy season till its end in the last days of October. 

Hoping that you will kindly consider these facts and grant us this favour, for 
which we will be much obliged indeed, 

We remain, Dear Sir, 

Yours faithfully, 


(Signature) (SuCHAT SUCHARITAKUL), 
Managing Director. 
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ExHisit 387A 


May 22, 1953. 
Re Contract GS—-OOP-474 (SCM), 
MAE LAMA MINING COMPANY 
Via Airmail 
Mr. HAMILTON MorRTON, 
Manager for Asia 
Emergency Procurement Service 
General Services Administration 
% GHQ., FEC 
A. P. O. 500, Yo Postmaster 
San Francisco, California 

Dear Ham: I have noticed from your letter of May 15 that you have denied 
the request of the contractor to accelerate deliveries during the period from June 
to October 1953. Amendment No. 1 schedules the shipments quarterly at 180 
long tons maximum and now Mae Lama, by means of its letter of May 4, wishes 
to increase for that period to 250/300 long tons. 

It is to the Government’s advantage to get material physically into the Stock 
pile as soon as possible and, especia.ly, when there is no price disadvantage. I 
suggest that in this instance, and similar ones, that we accede to such requests. 

Very truly yours, 
A. J. WALSH, Commissioner. 


ExHisit 37B 


Paraphrased version of exhibit 37 B 

To Morton, late May 1958. Reference GS-OOP-474 (SCM) Mae Lama tung 
sten contract. 

Old credit enough for additional 180 tons by June 30 after payment lot 44, 
reflected by our records. New credit being arranged July 1 through October 31 
1953, covering 250 tons, If shipments further accelerated, notify 30 days in 
advance. 





EXHIBIT 37C 
GENERAL SERVICES ADMINISTRATION, 
IXMERGENCY PROCUREMENT SERVICE, 
FAR EASTERN SERVICE, 
Toyko, Japan, 29 May 1958. 


Re: Contract GS-OOP-474 (SCM) Mae Lama Mining Company Refer: EML. 


Mr. A. J. WALSH, 
Commissioner, Emergency Procurement Service, 
General Services Administration, Washington, D. C 

DEAR Mr. WALSH: Your letter of May 22 refers to ours of May 15 concerning 
our denial of a request by the contractor to accelerate deliveries during June to 
October 1953. You have suggested that we accede to the request of the con- 
tractor, which we have done as indicated in the enclosure. 

Our denial was based on instructions contained in your letter of February 11, 
1953, in which we were asked to “include a delivery schedule to which the 
contractor must adhere”. 

We shall appreciate your advising us of appropriate phrasing to be used in 
further amending the contract to release contractor from the established deliver) 
schedule. 

Yours very truly, 
HAMILTON Morton, 
Manager for Far Bast. 
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Exuipsit 37D 


EMERGENCY PROCUREMENT SERVICE, 
FAR EASTERN OFFICE, 
Tokyo, Japan, May 29, 1953. 
Registered Air Mail 
Re Contract GS-OOP-474 (SCM) 


Mr. SucHAT SUCHARITAKUL, 
Managing Diredtor, Mae Lama Mining Co. 
176, Chaiyapume Rd., Chiengmai, Thailand 

Dear Mr. SuCHARITAKUL: In a letter dated 15 May we replied to yours of 
May 4 in which request was made of Mr. Snell for a change in the schedule of 
tungsten deliveries. We stated in our reply that we believed an amendment 
to the contract was not necessary in view of the provision for quarterly 
deliveries. 

We have now learned from our Washington office that deliveries need not 
be limited to the maximum of 180 long tons quarterly as stated in Amendment 
No. 1 to the contract ; consequently you may proceed with the shipment of addi- 
tional ore during the period June to October. Amendment No. 2 to the con- 
tract allowing for this change in schedule of deliveries will be forwarded for 
your signature in the near future 

We appreciate your interest in maintaining shipments above the minimum 
quarterly requirements. 

Yours very truly, 
HAMILTON MorTOoN, 
Manager for Far East. 


Hxuntsir 37K 


Paraphrased version of Exhibit 37E 
From Bangkok early June 1953 


Morton advised Mae Lama by letter May 15 no amendment delivery schedule. 
Therefore your suggestion not clear to step up Mae Lama shipments July- 
October. Permissible quarterly shipment would exceed by over 50 percent if 
180 more tons beyond lot 44 by June 30 were authorized. Records here do not 
disclose contract amendment. Production Mae Lama mines listed in contract 
is under 12.5 long tons monthly according Mines Department figures. 115 long 
tons sold April 1 to May 10. Shipment awaited on another 45 tons. Strongly 
urge answer EMBDES 877 May 11. 


EXxHIBIT 37F 


Paraphrased version of Exhibit 37F 
To Bangkok early June 1953 


Letter of May 15 from Morton incorporated his denial to Mae Lama’s request 
acceleration deliveries. Since no contract amendment necessary while price 
remains the same we agreed to acceleration. Acceleration suggestion made 
before EMBDES 877 May 11 was received. Disregard acceleration in the 
light of information EMBDES 877. New letter of credit previously mentioned 
being withheld. Will communicate after dispatch studied. 
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ExHrisir 37G 


EMERGENCY PROCUREMENT SERVICE, 
FAR EASTERN OFFICE, 
Tokyo, Japan, June 5, 1958. 

Registered Air Mail 

Re Contract GS-OOP-474 (SCM) 

Mr. SucHAT SUCHARITAKUL, 

Managing Director, Mae Lama Mining Co., 
176, Chaiyapume Road, Chiengmai, Thailand, 


Dear Mr. SUCHARITAKUL: Reference is made to our letter of May 29 in which 
we advised you that increased shipments of tungsten concentrates could be 
made during the period June to October. We also stated that an amendment to 
the contract providing for these increased shipments would be forwarded in the 
near future. 

Due to unforeseen circumstances it is necessary that you disregard our letter 
of May 29 and continue with deliveries according to the established schedule. 

Yours very truly, 
HAMILTON Morton, 
Manager for Far East 

Mr. Meaper. I would like to correct the record on the refusal and 
let the letters speak for themselves. I understand there was a refusal 
and later the request was granted, but whatever the letters show will 
be in the record. I just wanted to identify those letters. 

When can we have those letters / 

Mr. Watsn. Whenever you call the executive session. 

Mr. Meaver. If you see no reason why they should not be incor- 
porated in the record, could they be had before that ? 

Mr. Watsn. Yes; as soon as they can bring them up from the office. 

Mr. Meaper. Are the files on the way up here now / 

Mr. Wausu. No; they are not. 

Mr. Meaper. I think we should have them here, Mr. Walsh. Then 
we will go into the matter of declassification if it is necessary. 

Mr. Lanrarr. Before we leave this particular point with reference 
to acceleration of deliveries following April 1955, I think it is inter- 
esting to notice the chart which has been produced earlier by the wit 
ness and notice it was in April 1953 that there was a very rapid 
acceleration of ore shipments by the Mae Lama Co. 

From that chart and in connection with this observation, Mr. Speng- 
ler, can you testify as to the amounts shown on that graph that were 
shipped in March of 1953 and then the amount shipped by Mae Lama 
or delivered by Mae Lama in April? 

Mr. Sprencier. Yes, sir; I can. In March approximately 50 long 
tons of ore were supplied by Mae-Lama Mining Co.; in April approxi- 
mately 97 long tons. However, I might say I “do not believe that this 
particular graph reflects the document in question, inasmuch as this 
arrangement was to have applied to deliveries in May, June, July, 
and August. 

Mr. Lantarr. Do you have the figures for that graph? 

Mr. Srencter. No, sir. But I am sure the information already 
entered in your exhibits will show the monthly deliveries under the 
Mae Lama contract through the date of August 11, which was the 
date of suspension. 
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Mr. Meaper. The letters referred to which the Emergency Procure- 
ment Service is going to supply will be numbered in our record as 
exhibit 43 for the Morton letter of May 15, 1953, and exhibit 44 for 
the Walsh letter dated May 22, 1953. 

Mr. Kennewiy. Mr. Spengler, which exhibit which we have in our 
ee now do you think most clearly exemplifies the deliveries 
made by Mae Lama during May, June, and July ¢ 

Mr. Srencier. | thought veste rday an exhibit was entered provided 
by EPS including statistical data on deliveries under the contracts 
through the most recent date. I do not recall the number of it. 

Mr. Kenne vy. I believe that was put in as exhibit No. 30. 

Mr. Mraper. Exhibit No. 30 purports to show deliveries of the three 
contractors, including the Mae Lama Mining Co., and the various lot 
numbers up to lot 50 received on July 13, 1953. 

Mr. Kennetiy. Excuse me. That apparently has not been de- 
classified; so it is not in our record. 

Mr. Meaper. Without objection, it will be included, subject to de- 
classification. 

(The letter referred to appears as exhibit 12, p. 61 

Mr. Mraper. Now, with further reference to this agreement. be- 
tween the Kian Gwan Co. and the Mae Lama Co. and Captain Sarasas, 
may I ask you whether the Kian Gwan Co. is a producer of tungsten or 
simply a broker or exporter ¢ 

Mr. Srencier. It is our understanding that the company does 
not produce. If they do produce, they are a very minor producer 
in Thailand. However, the company for a long time has been a major 
purchaser and exporter of wolfram ore from Thailand. 

Mr. Mraper. For the record, will you identify Capte in Sarasas 
again? What connection does he have with tungsten ? 

Mr. Srenctrr. He is managing director of the U-Tong Thai Co. 
under contract. 

Mr. Meaper. He is one of the contractors ? 

Mr. Srencier. Yes, sir. 

Mr. Meraper. Did Mr. Parsons discuss with Captain Sarasas the 
reason why he was to split 20 percent of the profits under this agree- 
ment between the Kian Gwan Co. and the Mae Lama Co. ? 

Mr. Srencuer. No, sir; he did not go into detail in this conversation 
on that. 

Mr. Mraper. Do you know whether that question was raised in the 
conversation ? 

Mr. Spenerer. I do not believe it was. 

Mr. Meaper. It is a little unusual, is it not, for a competitor, which 
Captain Sarasas seemed to be, being managing director of one of the 
other contractors, to have an interest in the profits of sales of tungsten 
to EPS under the Mae Lama contract. 

Mr. Srencuier. It would appear unusual. However, the explana- 
tion of this document was eminently clear to the Embassy at that 
time and it was considered unnecessary to discuss it with Capt. 
Somwang Sarasas. It was perfectly clear to the Embassy what was 
involved in this agreement. 

Mr. Mraper. Is that something you can let the committee in on, 
Mr. Spengler ¢ 

Mr. Spencer. I think the document speaks for itself. The Mae 
Lama Mining Co. enjoyed a very large business. Let me say the 
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Mae Lama Mining Co. contract provided for sizable deliveries— 
deliveries above and be yond what the Mae Lama Mining Co. appar- 
ently could deliver to the GSA. Capt. Somwang Sarasas apparently 
realized that and arranged through the Kian Gwan Co., which, you 
recall, was supplying all of the ore under his own contract, to supply 
additional ores to the Mae Lama Mining Co. for the mutual profit of 
both. 

Mrs. Sr. Grorcr. In other words, he was just going in with the 
Mae Lama Co. and throwing his contract in with theirs, and he was 
paid a very generous percentage for the contract—20 percent. 

Mr. Lanrarr. He was still supplying ore under his contract. 

Mrs. Sr. Grorer. Yes. He was doing both. 

Mr. Mraper. The result of this agreement, in case it did become 
effective, plus Captain Sarasas’ statement he had assigned the new 
U-Tong Thai contract to Kian Gwan, would be, at least as to two 
of the contracts, that Kian Gwan would be the supplier so far as 
EPS was concerned ? 

Mr. Spencer. Yes, sir. 

Mr. Mraper. And, so far as you know, Kian Gwan was not a 
mining producer but was merely a broker or exporter ? 

Mr, Spencier. It was not. 

Mr. Mraper. Mr. Spengler, we have raised the question with some 
of the other witnesses about the actual ownership of these companies. 
What light can you shed on that question ¢ 

Mr. Speneter. Most of these companies are fairly well known to 
me by reputation as to the background. The Kian Gwan Co. (Thai- 
land), Ltd., is the Thailand branch of the large international Kian 
(iwan Co., which is a company well known in the Far East and 
throughout the world. It is a company in the general import and 
export business with the home office in Djakarta and offices in Hong 
Kong, Bangkok, Singapore, New York, Rio de Janeiro, and many, 
many other places around the world. 

Mrs. St. Grorce. Who is the founder ? 

Mr. Spenctrr. The founder a the company three generations ago 
was a Chinese who emigrated to Java. Most of the present directors 
of the firm, who are all in the family of the founder, are Dutch citi- 
zens by virtue of birth in Indonesia, or Java at that time. 

Mrs. Str. Grorer. It is a family company ¢ 

Mr. Srenater. It is strictly a family company. 

Mr. Meaper. It is an incorporated company, is it ? 

Mr. Srenater. I would not know about that. 

Mr. Mraper. It says, “Kian Gwan Co. (Thailand), Ltd.’ 

Mr. Speneier. The Bangkok branch is registered as a limited com- 
pany in accordance with the laws of Thailand. This makes it in a 
sense a Thai firm, but in no sense is it a Thai firm by ownership. 

Mr. Maver. What can you tell us about the Mae Lama Mining Co. ? 
By who is that owned ? 

Mr. Sreneter. I know little more about that company than what 
is reported in the May 11 report, entered as exhibit No. 16, namely, 
that the company was incorporated some years ago to exploit the 
Mae Lama lode of wolfram ore in northwest Thailand. The com- 
pany has its home office in Chiengmai, the second a city in 
Thailand. The managing director is a man who has been in Wash- 
ington recently, Nai Suchart Sucharitakul. 
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Mr. Mraper. Do you know anything about the ownership of the 
Mae Lama Co. ? 

Mr. Sreneier. We understand it is a perfectly regular Siamese 
joint stock company. There are a number of owners, most of whom 
live in Chiengmai or the nearby city of Lampang. The names of 
some of the other persons connected with the firm will be found in 
exhibit 23. As far as the Embassy knows, the most active person in 
the firm is Nai Suchart Sucharitakul, the man I just mentioned. He 
is managing director and has a sizable interest. The owners of the 
firm are Siamese subjects. 

Mr. Mraper. What about the Yip In Tsoi? 

Mr. Spencier. Yip In Tsoi is another family company. Mr. Yip 
In Tsoi is of the Chinese race but is a Siamese subject and has been 
for many years, I understand. - It is one of Bangkok’s largest enter- 
prises. The firm is in the general import- export business and has 
a very large office building and showroom in downtown Bangkok. 
It represents numerous companies, and employs one American that 
I know of. Mr. Yip In Tsoi has for many years been a producer 
of wolfram ore in mines owned or leased by him. 

Mr. Mraper. So far as you know, that is simply a family company 
with no widespread holding of its stock ? 

Mr. Srenoter. I am quite certain of the fact that it is a family 
company. 

Mr. Mraper. What do you know about the U-Tong Thai Co. ? 

Mr. Spencier. My knowledge of that company is less than the other 
three. I simply know that, as reported in exhibit 16—— 

Mr. Meaper. That is the company of which Captain Sarasas is man- 
aging director ? 

Mr. Spencier. Yes. 

Mr. Meaper. Do you know whether or not he was financially inter- 
ested as well ? 

Mr. Spenoier. I am sure he had a financial interest; yes. He was 
a member of the board of directors. The members of the board of 
directors could be found in the World Trade Directory Report on file 
with the Department of Commerce in Washington, as would be true 
of the other companies under contract. 

The U-Tong Thai Co. is in the general import and export business. 
It imports machinery and exports Siamese material such as rice, teak, 
tin, and ores. It is not listed in the World Trade Directory as a pro- 
ducer of raw materials, which to the Embassy meant it was not a 
miner of wolfram ore. The most active member of the firm is the 
director, Capt. Somwang Sarasas. 

Mr. Meaper. Mr. Spengler, I believe you have already testified 
about the discussion with Mr. Yip In Tsoi when he visited the Embassy 
with respect to the wolfram purchases ? 

Mr. Spencer. Yes. 

Mr. Meaper. Have you covered the letter he wrote on August 9, 
1952, to his manager in Tung Song concerned with his underst: anding 
as to the right to purchase wolfram ore on the open market for delivery 
under his contract? Do you have that letter ? 

Mr. Spreneter. I do not, but a copy could be obtained from the 
Embassy in time. However, having selected this passage for the 
report I can say that it is the only section referring to the matter in 
question. 
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Mr. Meaper. Will you give the reference to it ? 

Mr. Speneier. Exhibit 16, page 18. 

Mr. Mraper. That is your May 11 report ¢ 

Mr. Sreneier. Yes, sir. 

Mr. Mreaper. Perhaps the best thing to do is to read that passage 
into the record at this point, Mr. Spengler. 

Mr. Spencier. Would you like me to do so? 

Mr. Meaper. Yes. First identify it. Where does it come from ? 

Mr. Spencer. This is a quotion from a letter dated August 9, 1952, 
from the Yip In Tsoi Co. office in Bangkok to its branch office in Tung 
Song, South Thailand: 

Mr. Snell mentioned that the total production of Siam is round about 1,250 
and 1,500 tons per year. In view of existing contracts at such good prices, he 
thinks that unless the wolfram ore production increases the local price will not 
drop very much since the sellers will buy ore to cover their contracts. He also 
said that his head office in Tokyo lately inquired from him whether it is true 
that Mae Lama is buying ore to cover the contract. He is investigating. He 
hinted that we should not buy wolfram ore from the mines department to cover 
our contract but for our upcountry purchases he will not mind but he can- 
not put into writing. Our policy is for Tung Song and Haadyai wolfram ore 
shipments to Bangkok to cover GSA contract to continue but Bangkok pur- 
chased stock should not be utilized to cover this contract. 

Mr. Mraprer. You say the copy of the entire letter is in the hands 
of the Embassy in Bangkok? 

Mr. Srencurr. Yes, a copy of the letter. 

Mr. Mreaver. Did you take it that it was as a result of this conversa- 
tion that the Yip In Tsoi Co. discontinued buying ore from the open 
market to make deliveries under the contract ? 

Mr. Srencier. It was not as a result of the conversation that Mr. 
Yip In Tsoi ceased. He ceased deliveries of ore purchased on the 
open market about 6 months before the conversation, and delivered to 
GSA only ore from mines which he mined under his contract. Mr. 
Yip In Tsoi came to the Embassy in late March or early April 1953 
as a result of the so-called anonymous telegram sent by someone in 
Thailand to Mr. Morton in Tokyo informing him that the Yi ip In Tsoi 
Co. was in fact supplying ore from the open market. This episode has 
been gone into to some detail by the committee previously. 

Mr. Yip In Tsoi came to the E mbassy and had a lengthy discussion 
with Mr. Parsons, much of which is reported in exhibit 16. I was not 
present at that discussion but I am familiar with what went on from 
what Mr. Parsons put down after the discussion. 

As a result of the discussion Mr. Yip In Tsoi presented the Embassy 
with 23 pages of documents pertaining to a number of aspects of his 
wolfram business. These documents consisted of a record of all of 
his sales to parties other than GSA, sales of wolfram ore over a period 
of a year or two. The documents included a complete accounting of 
every lot which he had delivered to GSA broken down into the quan- 
tities which he had purchased from mines not under contract or on 
the open market and quantities which had been produced in his own 
mines. The documents also included some correspondence between 
his office in Bangkok and his office in southern Thailand, of which 
this letter was one of the documents. In our opinion there is no doubt 
as to the authenticity of the letter. As to the allegation made therein, 
the Embassy cannot judge. 
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Mr. Mraper. Did Mr. Yip In Tsoi in his discussion at the Embassy 
shed any additional light on his understanding of his right to purchase 
ore on the open market and Mr. Snell’s acquiescence in that position ? 

Mr. Spencer. He did in discussions. I think he simply explained 
the statement to Mr. Parsons. I was not present at that discussion. 

Mr. Meaper. We had better turn to the U-Tong Thai Co. leases. 
I believe we previously had some testimony from other witnesses con- 
cerning this, which is exhibit 25 of the committee’s record. I wonder 
if you would give us what information you can about the U-Tong Thai 
leases. 

Mr. Spencuer. Surely. Some time immediately prior to the de- 
parture from Bangkok of the EPS representative, he requested the 
U-Tong Thai Co. to submit a list of mine lease numbers under which 
ore delivered to GSA by the U-Tong Thai Co. was mined. Apparent- 
ly the letter which is in the Embassy’s files was preceded by three 
other letters of a similar nature, all of which were rescinded by the 
managing director of the U-Tong Thai Co. in favor of the version 
which has been presented to the committee. 

It was on May 1 that the list of mines in Ranong Province, Songkhla 
Province, Surasdhani Province, and Nakornsrithamardj Province 
was submitted to the local EPS representative by letter. The Em- 
bassy at a later date went to the Mines Department and asked the 
Mines De »partment to identify the lessee in each case. The results of 
the information obtained in the Mines Department are noted on the 
exhibit in the hands of the committee. 

Mr. Meaper. You are referring now to the committee’s exhibit 25? 

Mr. Spenocuer. I believe I am. Does that include a list of mines 
and the names of the lessees? 

Mr. Meaper. This exhibit 25 purports to be the Embassy’s check 
of the leases in Ranong Province, Songkhla Province, Surasdhani 
Province and Nakornsrithamardj Province. 

Mr. Srenater. This is the same list. 

Mr. Meaper. Can you briefly describe what that investigation 
showed as to the lessees? Were they or were they not U-Tong Thai 
leases ¢ 

Mr. Srencuer. Well, this is a list of 24 lease numbers. The lessee 
in each case was identified by the Mines Department. In no case 
is the lessee the U-Tong Thai Co. However, this is not critical under 
the U-Tong Thai contract inasmuch as the contract does not firmly 
state that the mines must be operated by or in the name of the U-Tong 
Thai Co. The important thing is that the U-Tong Thai contrac t 
specifies that the ore must come from mines in two Provinces, Ranong 
and Songkhla Provinces. It does not provide for delivery of ore 
from other Provinces. However, the managing director of the U- 
Tong Thai Co. certified in his May 1 letter that the company was de- 
livering ore from 2 other southern Provinces. It was delivering ore 
from 5 leases in Surasdhani Province and 2 leases in Nakornsritha- 
mardj Province. So the Embassy considered this to be a violation of 
the contract. 

Mr. Meaper. So there were 7 leases of mines not in the 2 Provinces 
specified in the contract ¢ 





i 
I 
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Mr. Srencier. That is correct. 

Mr. Meraper. Were these seven leases not apparently covered by 
the contract discussed with Captain Sarasas when he was at the Em- 
bassy talking to Mr. Parsons? 

Mr. Srencuer. Oh, yes, on several occasions. 

Mr. Meaper. And what explanation did Captain Sarasas give? 

Mr. Spencer. I was not present at those conversations but this is 
the reason that came up. When the Embassy became charged with 
responsibility for administering the contracts we noticed on the first 
delivery from U-Tong Thai that the certificate of origin from the 
Director General of Mines mentioned these two Provinces not under 
contract as having been the origin of some of the ore in the lot. Mr. 
Parsons refused to accept delivery of that quantity and referred the 
matter to Washington. 

Mr. Mrgper. Did C aptain Sarasas claim he had any authority from 
EPS, either written or oral, to make deliveries from mines not cov- 
ered under the contract ? 

Mr. Spenauer. He did. When the Embassy rejected acceptance of 
this shipment he pointed to at least two other shipments containing ore 
from Provinces not under contract that had been accepted by EPS 

Mr. Mreaper. Did he claim any oral or written authorization to in- 
clude shipments from mines not under contract ? 

Mr. Srenoter. I believe he claimed oral authorization, but I was 
not present at the time. However, he would not have made that state- 
ment, which he made to Mr. Parsons had he not been prepared to make 
that explanation. 

Mr. Mraper. Without objection we will incorporate exhibit 38 in 
the record at this point in connection with Mr. Spengler’s testimony. 


Exuisit 38 


The Embassy has checked the above-mentioned leases with the registration 
officials of the Mines Department and has discovered that not a single one of 
them is in the name of U-Tong Thai Co. The following is a complete list of the 
leaseholders : 


Ranong Province: Songkhla Province: 
2894/5863—Nai Foo Li Thai 7448/5701—Nai Nueng Satarat 
Sn elie Vieed Phanich Co. 1500/5820—Phya Athakavi Sunthon 
7501/5814—Phya Athakavi Sunthon 
Nai Borvon Lohavit ee var . 
: . 7535/6279—Nai Chuan Sirvong 





632 28/1 5480—Nai Borvon Lohavit 7550/6288—Nai Jia Wong 
2967/5438—Nai Pherm Na Ranong = gurasdhani Province: * 
6250/4877—Nang Riew Na Ranong 5716/5880—Ramphai Phanna Co. 
8015/5861—Nai Thavil Juyi 5733/5808—Nai Tan Soo Song 
8057/6102—Nai Tae Jui Luang 5483/6090—Nai Ngoa Lee Nguan 
8038/6144—Nai Loh Hock An 5788/5878—Nai Lert Smuth-asdong 


-4 /G: ssa : 5484/6091—Nai Ngoa Lee Ng 
8064/6229—Nai Borvon Lohavit TR nite bo he Nguan 


6260/4960—Nai Thavil Juyi 5467/5855 a Rae Thai Pak 
6329/5481—Nai Thavil Juyi 5377/5185—Nai Hia Kang 
Mr. Mraper. Also, w ithout objection, we will incorporate at this 
point in the record exhibit 39, showing documentary evidence that 
ore — nts under the U- ‘Tong Thai contract came from the Kian 


Gwan Co 
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ExnHrsit 39 


ORIGIN OF ORE, U-Tonea Tuat Co. Lor No. 5 


Lot No. 5: 403 bags, 20,238 kilos, shipped October 31, 1952, motorship Laura 
Vaersk. 


Customs department export entry information 


Two sublots. 
Export entry form was inspected. 


Number of 


hans Export permit No., date 


Owner-exporter Shipping agent 


Kian Gwan Co 149 | 145/2495 Oct. 28, 1952 (Bangkok). 


) 
do 254 | 146/2495 Oct. 28, 1952 (Bangkok). 


Erport permit information 
Export permits were inspected. 
No. 145/2495, authorizing export of (unstated) bags weighing 124.40 piculs: 

Issued by mines department at Bangkok. 

Issued to Kian Gwan Co. under purchase permit No. 25/2495. 

States location of ore before shipment to be the Kian Gwan Co., Suriwongse 
Road, Bangkok. 

Component ore: five lots varying between 1 and 52.60 piculs covered by 
various royalty receipts. 

Royalty receipts: 5, of which 1 (No. 272/2495) was issued by the mineg 
department in Bangkok on August 15, 1952, and the other 4 were issued by 
the provincial mining officer in Songkhla, South Thailand, on various dates 
in 1952 

(Nore.—Roylty receipts issued at Songkhla were inspected but notes were 
not taken ecause of the limited time available. They appeared to be 

n the nan s of miners and traders in Songkhla Province. The royalty 
receipt issucd in Bangkok was not available.) 
No. 146/2495, authorizing export of (unstated) bags weighing 212.11 piculs: 

Issued by mines department at Bangkok. 

Issued to Kian Gwan Co. under purchase permit No. 29/2495. 

States location of ore before shipment to be the Kian Gwan Co., Suriwongse 
Road, Bangkok. 

Component ore: 10 lots varying between 5.70 and 60 piculs covered by various 
royalty receipts. 

Royalty receipts: 10, issued between December 1951 and October 1952 by the 
provincial mining officer in Ranong Province, North Thailand. 

(Nore.—As above, the royalty receipts were inspected but notes were not 
taken. ) 


REMARKS 


1, All the ore in U-Tong Thai lot No. 5 was acquired, owned, and exported 
directly to GSA by the Kian Gwan Co., which also acted as its own shipping 
agent. The name of the U-Tong Thai Co. appears nowhere in the official docu- 
ments, either as purchaser, owner, exporter or even shipping agent. 

2. The U-Tong Thai Co. contract with GSA was drawn in general phraseology 
permitting the delivery to GSA of any ore mined in Ranong or Songkhla Provinces 
of South Thailand. Nowhere does the U-Tong Thai Co. contract specifically 
state that the ore must be produced, procured, owned or shipped by U-Tong Thai 
Co., but it would seem implicit in the contract that the U-Tong Thai Co. have 
some direct connection with the deliveries. The ore apparently derived from 
mines in Ranong and Songkhla Provinces, except for 1 component unit in lot 
No. 5 (a quantity of about 26 piculs covered by royalty receipt No. 272/2495) 
registered in Bangkok and probably originating in a province other than Ranong 
or Songkhla. Therefore, it would appear that not all the ore in lot No. 5 was 
delivered in accordance with the contract. 
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CONCLUSIONS 


1. The U-Tong Thai Co. had no connection whatsoever with the acquisition or 
delivery to GSA of the ore comprising lot No. 5 submitted under its contract. 
Its only function was to lend the use of its contract to the Kian Gwan Co. 

2. The ore in lot No. 5, part or all of which the United States Government 
might have been under no contractual obligation to purchase, was purchased by 
the Kian Gwan Co. at the relatively low prices prevailing in the open markets in 
Bangkok and in South Thailand at the time, and was resold to GSA for $88,070.11. 


ORIGIN OF OrE, U-Tona THAr Co., Lor No. 6 
Lot No. 6: 804 bags, 15,272 kilos, shipped December 31, 1952, motorship Olga 
Maersk. 
Customs department export entry information 


Two sublots. 
Export entry form was inspected. 


Number 


of bags Export permit No., date 


Owner-exporter | Shipping agent 


Kian Gwan Co....- eal atid Kian Gwan Co.__.-.- 28 | 181/2,495 Dee. 27, 1952 (Bangkok 
-- | | 182/2,495 Dee. 27, 1952 (Bangkok) 


Ezport permit information 

Export permits were inspected. 

No. 181/2495, authorizing export of (unstated) bags weighing 106.50 piculs: 

Issued by Mines Department at Bangkok. 

Issued by Kian Gwan Co. under purchase permit No. 29/2495. 

States location of ore before shipment to be the Kian Gwan Co., Suriwongse 
Road, Bagkok. 

Component ore: Four lots varying between 16.50 and 40 piculs covered by 
the following royalty receipts: 

Royalty receipts: Nos, 127/2495, 131/2495, 1383/2495, and 134/2495, issued 
in November and December 1952 by the provincial mining officer in Song- 
khla, south Thailand. 

These royalty receipts were inspected and notes were taken. They were 
found to be in the names of persons resident in Songkhla holding trading permits. 

No. 182/2495, authorizing export of (unstated) bags weighing 146.41 piculs: 

Issued by Mines Department at Bangkok. 

Issued to Kian Owan Co., as above. 

States location of ore, as above. 

Component ore: Six lots varying between 7.41 and 50 piculs. 

Royalty receipts: 6 receipts, 5 issued by the provincial mining officer in 
Songkhala, and 1 (No. 316/2495) issued by the mining officer in Nakorn 
Srithamarat Province on December 16, 1952. 

These royalty receipts were inspected and notes were taken. They were 
found to be in the names of individual traders in Songkhala and in the name of 
a trading company in the case of the Nakorn Srithamarat receipt. 

Transit permit information 

Two transit permits executed on December 29, 1952, permitting the transfer 
of ore from the Kian Gwan godown to the customs, were also inspected. They 
indicate that the ore was assembled for export in Bangkok, rather than in 
south Thailand where it originated. 


REMARKS 


1. It will be noted that the U-Tong Thai shipment about which information 
was requested in the letter to the Minister of Finance was lot No. 7. It was 
discovered that the papers pertaining to lot No. 7 had not, at the time of the 
Embassy’s investigation, cleared the Customs Department and had not been 
entered in the ledger book. Therefore, lot No. 6 was substituted. 


45437—54——_19 
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9. As in the case of lot No. 5, all the ore in lot No. 6 was acquired, owned, and 
exported directly to GSA by the Kian Gwan Co. which also acted as its own 
shipping agent. The name of the U-Tong Thai Co. appeared nowhere in the 
official documents on the transaction. 

3. (See remark No. 2 on U-Tong Thai lot No. 5). The case of lot No. 6 repre- 
sents an even more obvious breach of the terms of the U-Tong Thai contract in 
that a quantity of ore (20 piculs under royalty, receipt No. 316/2495) derived 
from Nakorn Srithamarat Province, a province not under contract. The royalty 
receipt was inspected and found to be in the name of the Saha Larthai Paktai Co. 
of Nakorn Srithamarat, The delivery of this ore, though relatively small in 
quantity, constitutes a breach of the U-Tong Thai contract even under a strict 
construction of the terms of the contract. 


CONCLUSIONS 


1. The U-Tong Thai Co. had no connection whatsoever with the acquisition or 
delivery to GSA of the ore comprising lot No. 6 under its contract. Its only 
function was to lend the use of the contract to the Kian Gwan Co. The con- 
tract was violated in the delivery of ore from a province or provinces not under 
contract. 

2. The ore in lot No. 6, part or all of which the United States Government was 
under no contractual obligation to purchase, was purchased by the Kian Gwan 
Co. at the relatively low prices prevailing in the open markets in Bangkok and 
south Thailand at the time, and was resold to GSA for $68,226.47. 

Mr. Spencer. If I might add to my testimony on the U-Tong Thai 
lots, I note that the lot which the Embassy rejected was U- Tong Thai 
lot 11, and that on July 18 the Embassy reported in full by telegram 
on this incident, reporting Captain Sarasas’ allegations in his own 
defense. Among those allegations which Captain Sarasas made was 
that his previous lots 6, 9, and 10 had similarly included ore from 
provinces not under contract. 

Mr. Meaper. What action, if any, was taken by EPS as a result of 
the Embassy’s communication ¢ 

Mr. Srencier. This resulted in a very involved negotiation over 
whether the ore should or should not be accepted. It is perhaps over- 
simplification but I might say that in the end authorization was given 
to accept the ore. The Embassy made its objections known and ob- 
jected so violently that it ended up by requesting to be relieved of the 
odious task of administering these contracts. 

Mr. Mraper. Was that in the form of instructions to accept the ore 
contained in a cable? 

Mr. Srencuer. It was; yes. 

Mr. Mreaper. Received by the Embassy from EPS? 

Mr. Srenaier. Yes. 

Mr, Mraper. From where, in Tokyo or Washington ? 

Mr. Srencuer. W inate, 

Mr. Mraper. You do not have that document here, do you ? 

Mr. Speneier. No; I do not have those in my possession. 

Mr. Mraper. Mr. Walsh, do you have a copy of that document ? 

Mr. Wausu. The files are now on the way up. 

Mr. Meaper. Do you see any reason why they should not go in our 
public records? 

Mr. Watsu. No. 

Mr. Mraper. Without objection and subject to any new classification 
if necessary, the committee will incorporate in its record at this point 
the cable relating to the acceptance of the U-Tong Thai deliveries 
concerning which Mr. ie r has just testified. 

Mr. Sreneier. Lot No. 1 

Mr. Mraver. Lot No. i And that document will be designated 
exhibits 40A, 40B, 40C, 40D, and 40E. 
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Exursit 40A 


Paraphrased version of exhibit 404 


From Bangkok, mid-July 1953 


Lot 11.—U-Tong Thai wolfram amounting to 23.45 long tons originating under 
8 leases per Mines Department certification, 5 Songkhla, 1 each Ranong, Suras- 
dhani, and Nakornsrithamaraj Provinces, refused acceptance by Embassy today 
for following objections: 

(1) Ore in part certified as originating from two provinces not under contract, 
see part IV—C of reference despatch and (2) authorization for only 20 long tons 
given in referenced telegram Representatives of U-Tong Thai insist ore accepta- 
ble these provinces since United States Government previously accepted ore 
specifically lots 6, 9, and 10 from these provinces. Company maintains because 
of correspondence with local EPS office that contract was altered. Only files 
remaining at Embassy consist of letter dated May 1, 1953, from manager, U-Tong 
Thai, outlining mines above four provinces for acceptance. (P. 32, referenced 
despatch.) Contract never amended and ineligible deliveries not accepted, Em- 
bassy insists. 

Shipper of ore on July 15 on Hlsa Maersk unfortunately failed to notify 
Embassy of composition lot. Following alternatives offered by Embassy: 

(1) Request by cable instructions from GSA, 

(2) Portion of ore not exceeding 20 long tons originating from 2 provinces 
under contract accompanied by original documents certifying origin, 
be accepted. U-Tong Thai expected to accept latter morning July 20. 

EMBDES 35 July 11 re problem GSA wolfram contracts daily compounding 
here. Hundreds thousands of dollars paid by United States Government for ore 
not under contract. 

Immediate action urged re recommendation May despatch. 


Exuisir 40B 


Paraphrased version of exhibit 40B 


From Bangkok, mid-July 1953 


Today U-Tong Thai advised inability to select alternative two in second para 
graph reference telegram. Ore already shipped. Impossible to separate quan 
tities shipped from ineligible provinces. Present shipment requested he accepted 
provided future ore to be furnishéd only Songkhla and Ranong Provinces. 

Nore.—U-Tong Thai claims ore shipped from ineligible provinces or oral under- 
standing with EPS. Embassy insists not authorized to accept additional ore 
in absence of evidence that contract was amended. Written request to EPS 
March 24, 1953, claimed by U-Tong Thai for all mine lease numbers interpreted 
practice acceptable under contract. Ability to quote ore weights from two 
ineligible provinces indicated by U-Tong Thai. Instructions requested by 
return cable. 

ExuibsitT 400 
Paraphrased version of exhibit 400 
To Bangkok, late July 1953 

For purposes of identifying origin ore under contract Snell reports he agreed 
mines lease numbers on file with Thai Mines Department in name each EPS 
contractor or subleased from original lessors be used. Records turned over te 
Embassy, Snell reports, clearly establish this basis. 

Lot 11 for 23.45 long tons in total to be accepted. 

Questions should be submitted direct to Morton at Tokyo, repeat Washington, 
in future. 

ExHibBit 40D 


Paraphrased version of erhibit 40D 
From Bangkok, late July 1953 


Lot 11 U-Tong Thai, purchased in accordance with instructions. Agreement 
indicated REFTEL not clearly established by records in Embassy. Manager 
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U-Tong Thai indicates agreement was oral and not as stated in REFTEL. File 
discloses only one unanswered letter from U-Tong Thai asking permission ship 
ore from Sara Thani and letter outlining mine lease numbers in reply to March 
24 EPS letter requesting numbers but giving no reference of acceptability Sara 
Thani or Nakornsrithamaraj. 


Exuisir 40E 


Paraphrased version of exhibit 402 


From Bangkok, early August 1953 


Department urgently requested to relieve Embassy responsibility for handling 
documentation ¢n EPS contracts. Embassy, acting on behalf of American public 
feel repugnancy toward continuing authorize payments. 

Embassy requested review of EPS policy in EMBDES 877. Meantime asked 
eable instructions each individual case in absence of EPS decision. Indications 
as shown in instructions sent are EPS has no intention to change policy. Em- 
bassy placed in indefensible position by buck passing. 


Witness EPS request Embassy buy U-Tong Thai ore if quantity consistent 
with capacity of contractor's mines. 


Credence given to belief that Embassy and Department condone well-known 
irregular practices reported reference dispatches by continued Embassy partici- 
pation in wolfram program. 

Local business people talked freely to Embassy about wolfram before Embassy 
was required to take part in the wolfram program. They no longer bring infor- 
mation to Embassy. The implications are unfortunate. 

Mr. Mraver. I think when I asked you about these companies I 
neglected to mention the Pradit Trade & Industry Co. Can you give 
us a little enlightenment on the ownership and type of company as 
you did with the other contractors ? 

Mr. Spencer. Sir, we are very vague on the subject of the back- 
ground and history of the Pradit Trade & Industry Co. All that 
we know is reported in our May 11 report. It appeared to the 
Embassy, after having interrogated persons in the market, that the 
Pradit Co. enjoyed a rather short life, that it may well have been 
established for the purpose of handling a GSA contract, and that 
when that commitment. was fulfilled it ceased to exist. I hesitate to 
state that as a firm fact but this is what we were informed by persons 
in the wolfram market. 

Mr. Meaver. Did you discuss this company with Mr. Yip In Tsoi? 

Mr. Spenorer. Mr. Yip In Tsoi discussed it with us. He is the 
one who called our attention to the alleged irregularity in the fourth 
contract. The only persons who could identify the Pradit Co. were 
those who were aware that there was a fourth contract. Other per- 
sons did not seem to be able to identify the company at all. 

Mr. Meaper. Who owned the Pradit Trade & Industry Co.? 

Mr. Spencier. We have no record of ownership of the company. 
We have no World Trade Directory report on this company, which 
is our usual source of information. on ownership. It is a routine 
report filed with the United States Government. But a commercial 
source informed us that the man who organized the company was 
a man named Samer Manthatham. He is otherwise unknown to the 
Embassy. 

Mr. Kennetiy. Do you know where he comes from originally ? 

Mr. Spencer. I have no idea. He is Siamese from his name. 

Mr. Meaper. How much tonnage was involved in the contract of 
the Pradit Trade & Industry Co.? 
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Mr. Spencer. The contract was for 45 long tons. They delivered 
29.9 tons, roughly, in 1 delivery on August 28, 1952. 

Mr. Meaver. Do you know where the ore delivered by them came 
from ? 

Mr. Srenerer. I do not know but we were informed by at least 
one commercial source that I know of that this ore originated with 
the Yip In Tsoi Co.; that after having received rejection of this ore 
from the EPS representative, Yip In Tsoi sold the ore to the Kian 
Gwan Co. which resold it to Pradit. 


EXxuisit 41 
Tas_e III-1.—Wolfram ore sold by Yip In Tsoi to buyers other than GSA* 
Volume 
Reported date of shipment Reported buyer of sul 


(long tons) 





July 30, 1952 Sold to New York through Copenhagen _-.- 7.977 
Do do 893 
Do do 3.751 
Aug. 11, 19522 Kian Gwan, Bangkok 25.170 
Aug. 14, 19522 do 5. 035 
Oct. 4, 1952 Philipp Bros., Canada_. 12. 542 
Do do 12. 030 
Oct. 31, 1952 Wah Chang, New York 5. 203 
Nov. 29, 1952 Philipp Bros., New York 9. 896 
Dec. 12, 1952 do 12. 551 
Dec. 31, 1952 do 12. 588 
Jan. 16, 53 do 12. 371 
Jan. 29, 1953 do 12. 553 
Do do 10. 068 
Feb. 28, 1953 do 12. 662 
Mar. 17, 1953 do 12. 723 
Totil 168. 013 
Proportion sold to United 
States, percent 67.4 


Information furnished by Mr. Yip In Tsoi 
2 Source of ore reportedly sold by Pradit Trade & Industry Co. to GSA. 


The Embassy did not attempt to develop the ownership in its in- 
vestigation reported on October 8 because it was a dead issue at that 
time. ‘The Embassy was more interested in developing full infor- 
mation on contracts which were currently in force. 

Mr. Meaper. Mr. Spengler, I would like to turn to a little more 
general subject now. I have been concerned with the manner in 
which our Federal agencies operate and cooperate overseas. Would 
you tell me just what part the Embassy in Bangkok played, what 
assistance was requested, and what function did you perform in the 
negotiation or supervision or administration of these contracts ? 

Mr. Srencier. Outside of having been more or less the host to the 
EPS office in Bangkok, the Embassy performed no function in the 
EPS procurement of wolfram in Thailand. The Embassy made 
its facilities available to the Emergency Procurement Service to the 
extent of providing office space for the Bangkok EPS office and per- 
mitting EPS to use the comm coe facilities of the Embassy. 
In the almost 6 months that I served as an economic officer in the 
Embassy, from November 1952 until Mi: ay 1953 when the Embassy’s 
report was submitted, I knew very little about the operations of the 
Bangkok EPS office. This is not to say that the facilities of the 
Embassy would not have been available to EPS had they desired to 
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use our investigative personnel or use our facilities in obtaining docu- 
ments from the Mines Department and so on. 

Mr. Meaper. Can you recall any instance in which you were re- 
quested to assist EPS agents and refused that ~ianeik’ d 

Mr. Srencuer. No, sir, I cannot. 

Mr. Meaper. As I recall it, Mr. Putnam, an RFC agent, negotiated 
the Mae Lama contract originally ? 

Mr. Srencuer. He did. 

Mr. Meaper. Did you know him? 

Mr. Spencer. Personally, yes. 

Mr. Meaper. In the negotiation of that contract, to what extent 
did he consult with the people in the Embassy ? 

Mr. Spencer. I cannot say, because that was so long ago that the 
records pertaining to the negotiations of this contract are no longer 
available at the Embassy. 

Mr. Mraper. Were you in the Embassy at that time ? 

Mr. Sreneter. No. That was early 1951 and I did not arrive 

\ until August. We made an effort, in compiling our report, to get all 
the background possible, but those events had occurred so long before 
that they were not available to us. 

Mr. Meaper. I will ask for your personal opinion. Do you believe 
the State Department’s Embassies overseas should participate in 
transactions of this kind to a greater extent than appears to have 
been the case here ? 

Mr. Spencer. I see no reason why the Embassy should have, with- 
out having received instructions. After all, there were persons on the 
spot who were charged with full responsibility. I think the Em- 
bassy’s only function was that which it did perform: to develop a 
situation that was called to its attention because of the effect it was 
having on the economy of ‘Thailand and upon the general interest of 
the United States Government. 

Mr, Mraper. This is a hypothetical question, but is there any reason 

vhy our regular establishment in a foreign country such as Thailand 
aad | not have been used to conduct the negotiations and to super- 
vise contracts such as these which have been the subject matter of this 
committee’s hearing ? 

Mr. Srencuer. I know of no reason why it should not have except 
it is not and has not historically been a function of the economic sec- 
tion of the Embassy. I might add that I have heard from some of 
the persons who participated in the negotiations of the Mae Lama 
contract that the Embassy was some what instrumental in the nego- 
tiations in the early stages. I have been informed by an American 
businessman in Bangkok that he personally acted as go-between be- 
tween the supplier and the American Embassy in the original stages 
to call the attention of the United States Government to the fact 
that wolfram ore could be procured in Thailand. This man has in- 
formed me that he held discussions with an officer of the commercial 

section of the Embassy probably late in 1950, that it was his informa- 
tion that the Embassy forwarded the information to Washington for 
the possible use of an agency interested in procuring wolfram ore, 
that the results of this were to assign Mr. Putnam the task of explor- 
ing the possibility of procuring the ore. As I said, the documents are 
not available in the Embassy, and I think it would be difficult to find 
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them in Washington at this time, but it is my understanding that the 
Embassy served as the vehicle in the early stages to pass information 
back to Washington. 

Mr. Meaper. Mr. Spengler, we have been concerned, as you may 
know, with the reorganization plans which involve our foreign oper- 
ations overseas, and testimony was given at those hearings indicat ing 
that notwithstanding the independence of those agencies in a particu- 
lar country, the Ambassador would continue to be the boss and all 
agencies would be subject to his direction in matters of policy as 
distinguished from operations. Where the EPS is operating in pro- 
curing materials, would there be some control on the part of the 
Ambassador or Embassy over the operation of the procurement in 
Thailand ? 

Mr. Srencier. I would think so; yes. 

Mr. Mreaper. What would be the nature of that control and respon- 
sibility for transactions of this character ? 

Mr. Srencter. I would think that as the chief American represent- 
ative in a country, he would certainly from the standpoint of policy 
pass on any policy decisions which might affect the economy in gen- 
eral stemming from a given contract. 

Mr. Meaper. Just to see if you know what a matter of policy is, 
between 1951, I believe your records show, and 1952 there was a tre 
mendous increase in EPS purchases. In 1951 I think less than 10 
percent of the tungsten ore exported from Thailand to the United 
States came as a result of EPS purchases, the other 90 percent being 
handled by commercial exporters; whereas in 1952 something like 540 
out of some 900 tons exported from Thailand to the United States 
came through EPS purchases. In other words, about 60 percent came 
through EPS purchases, a terrific increase in United States purchases 
of tungsten ore. Apparently this had a serious effect on commercial 
ore exporters. Would you regard that as a matter of policy in which 
the Embassy should have some voice ? 

Mr. Srencter. I would. 

Mr. Meaper. And that primarily is the reason the Embassy became 
interested in this matter / 

Mr. SPeNGLER. It is. 

Mr. Meaper. Through the complaints of commercial exporters 
whose interests were being adversely affected by the buying of 
United States agency ? 

Mr. Srencirr. That is correct. 

Mr. Meaper. Mrs. St. George. 

Mrs. Sr. Groree. Is it correct also that the Thailand Government 
appealed to our country ? 

Mr. Spencer. Appealed ? 

Mrs. Str. Grorcr. Well, came to our Ambassador. 

Mr. Spencer. I am not aware of a single instance where the Thai- 
land Government came to the Ambassador. 

Mrs. Sr. Grorcr. But if they did it would be to the Ambassador ? 

Mr. Spenauer. If it was a high-level approach. On a matter of 
policy the Ambassador would have been consulted. 

Mr. Meaper. Prior to your dispatch of May 11, did you make any 
efforts, or did the Embassy in Bangkok make any efforts, to avoid 
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this adverse effect upon the business community in Bangkok result- 
ing from this monopolizing of the tungsten market by the EPS? 

Mr. Srenoier. The Embassy was totally unaware of the situation 
until reported to Washington. 

Mr. Meaper. You did not make any effort, dealing through Mr. 
Snell or through Tokyo, to carry out your policy that the commercial 
exporter should not be driven out of business / 

Mr. Spencuer. No, sir. We had no knowledge of it. Our investi- 
gation took weeks before the May 11 report, but it was all in one 
package and we submitted it as one comprehensive report. 

Mr. Meaper. On the ground, then, you did not make any specific 
effort to exert some influence upon what was happening in line with 
your understanding that the Ambassador is the chief as far as policy 
matters are concerned. 

Mr. Srencier. No; we did not, but I would say the policy suggestion 
we made for the future was probably not a matter of policy in the 

vast. ‘The chairman asked for my personal opinion. I might say I 
cake not been privy to the decisions made higher up on matters of 
policy and the Ambassador’s position with respect to the negotiation 
of contracts in a foreign country and so on. It may well be that he 
passes on them, but I do not know. 

Mr. Meaper. Since Mr. Hoffnauer’s visit to Thailand, has the 
Embassy requested any further investigation of these contracts ? 

Mr. Srencurr. I do not recall that it has specifically requested a 
further investigation. 'The Embassy has considered it explicit that 
one would be conducted or that action would be taken as a result of 
the October 8 report which contained a complete documentation of 
the violations. 

Mr. Meaper. Were you involved in the dealings with Mr. Hoffnauer 
when he came to Bangkok to investigate ? 

Mr. SPENGLER. Largely, yes. 

Mr. Meaper. In your judgment did the Embassy provide him with 
assistance and with the cooperation to enable him to get to the bottom 
of this? 

Mr. Spencer. I was shocked to hear Mr. Hoffnauer state that the 
Embassy’s cooperation was less than full. In my opinion the Embassy 
fully cooperated with him from the first day of his visit. 

Mr. Meaver. Did you make available to him all the documents 
which you incorporated in your letter of May 11? 

Mr. Spencer. Indeed we did. On the first working day after 
Mr. Hoffnauer’s arrival he appeared at the Embassy, we had a discus- 
sion with him, we assigned him a desk, and gave him freedom of our 
files. We gave him permission to remove classified and unclassified 
wolfram files from our safe every day and for the first 2 or 3 days 
he sat at his desk at the Embassy and reviewed the files, including 
the May 11 report and the documents on which it was based. 

Mr. Mraper. Did Mr. Hoffnauer make any request for personnel 
to assist him that was refused ? 

Mr. Srenoter. I am not aware that he ever did. 

Mr. Meaper. Was any offer made to him of assistance either in the 
way of translators or investigative assistance ? 

Mr. Spencer. Mr. Ugarte accompanied him on two of his calls 
and I can assure this committee that had Mr. Hoffnauer requested 
any specific assistance by way of escort to any offices or further in- 
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vestigation by the Embassy or translators, that assistance would have 
been “provided. 

Mr. Mraper. I believe there have already been incorporated in our 
records some printed suggestions made to Mr. Hoffnauer as to the 
line of inquiry he might carry out. 

Mr. Spencuer. Yes. These instructions, which consisted of six 
sheets in addition to those the committee has, completely outlined the 
case for him; from them it would have been a simple matter for him 
to fill in the blanks. 

Mr. Mraper. What was the reason the Embassy did not go ahead 
and complete this investigation on its own instead of requesting EPS 
to send an investigator down ¢ 

Mr. Spencter. Because the Embassy considered its position to be 
simply that of a fact-finder, to have introduced a question as to which 
it was the responsibility of the administering agency in Washington 
to have completed the investigation. The Embassy was confident 
that the EPS would send a man to Bangkok who would make a full 
investigation of the allegations in the May 11 report, an investigation 
which would support with document: ary evidence the conclusions in 
the report. 

Mr. Meaper. Have you read the report which Mr. Hoffnauer made? 

Mr. Spencuer. I have not. 

Mr. Mraper. Are you, however, familiar with the inquiry which 
he made and the extent to which he went into the questions which 
you thought presented themselves in this investigation ? 

Mr. Spencer. I am acquainted with them in detail. 

Mr. Meaper. In your judgment did he do a thorough job of in- 
vestigation ? 

Mr. Srencrrr. It is my judgment he did not. 

Mr. Meaper. Would you care to make any estimate on how much 
time would be required to make the kind of investigation you thought 
ought to be made when Mr. Hoffnauer came to Bangkok ? 

Mr. Srencirr. I accomplished the investigation personnally in 314 
days at the Customs Department; that is the investigation reported 
in the October 8 report. In my estimation this investigation was 
sufficient to document alleged violations of contracts. 

If by your inquiry you mean how long it would have taken to have 
documented every single lot delivered to GSA under all 4 contracts, 
I would judge it would take about 1 week working at the customs- 
house from 10 in the morning until noon and from 2 to 4, which was 
the time they would have made available. By 1 week I mean 7 days 
of effort. That would have extended into 10 calendar days. 

Mr. Meaper. Were you present at the time that Mr. Hoffnauer 
indicated he was discontinuing his efforts there and intended to return 
to Tokyo? 

Mr. Spencter. I was present on several occasions in which he 
stated that. 

Mr. Meaper. And was any objection made on the part of the per- 
sonnel in the Embassy to the dropping of the investigation ? 

Mr. Srenoter. A strong objection was raised. The Ambassador 
instructed Mr. Hoffnauer on two occasions, on the afternoon of Thurs- 
day, September 24, and on the morning of Friday, September 25, to 
remain at least an additional week to complete an investigation on 
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the basis of documentary information that the commercial section 
would provide him. 

Mr. Mraper. What was Mr. Hoffnauer’s reaction to those instruc- 
tions ? 

Mr. Sprencter. On the afternoon of Thursday, September 24, Mr. 
Hoffnauer agreed to remain until the investigation was completed. 
On the morning of Friday, September 25, he also agreed with the 
Ambassador to remain and the Ambassador informed him that im- 
mediately after the interview Mr. Parsons and I would provide him 
with suflicient documentary evidence and that he could observe the 
documentary evidence. The Ambassador at about 11 o’clock on Fri- 
day morning went to Rangoon, Burma, on official business. Mr. Hoff- 
nauer informed the Embassy at 2 o’clock the same afternoon he had 
decided to return to Tokyo the following morning. 

Mr. Meaper. Did Mr. Hoffnauer make that decision, so far as you 
know, on his own motion, or was he acting upon instructions from 
superiors in the Emergency Procurement Section ? 

Mr. Srencuer. I have no way of knowing that, but he informed the 
Embassy he had decided to return to Tokyo. 

Mr. Meaper. What did Mr. Hoffnauer do, or say, with respect. to 
this offer of the supplying of aditional documents and evidence that 
you just related ? 

Mr. Spencier. At about 12 o’clock on Friday morning, September 
25, I delivered to Mr. Hoffnauer the briefing paper which the com- 
mittee has entered as an exhibit. Mr. Hoffnauer accepted it, folded it, 
put it in his pocket, and I informed him that I would have the other 
six papers prepared by 2 o'clock. I remained at the Embassy during 
the noon hour and prepared those six briefing papers. 

At 10 minutes to 2 Mr. Hoffnauer returned and I presented the six 
papers to him. He declined to accept them and informed me that he 
had decided to return to Tokyo. I asked him what he had done with 
the document that I had given him earlier in the day. He replied that 
he still had if with him. I asked him to produce it. He took it out of 
his pocket. I asked him to hand it over to the Embassy. He said 
that he was reluctant to do so inasmuch as we had given it to him. I 
said that he would certainly have no further need for it and it was 
more or less an Embassy document which we might be able to put to 
some use, 

At that point the document was handed to me. 

Mr. Meaper. Mr. Spengler, you have already testified that Mr. 
Hoffnauer, in your judgment, did not conduct a very complete investi- 
gation of these apparent violations of the contracts, and yet the record 
leaves me in some doubt as to why that is so. Can you shed any light 
on that ¢ 

Mr. Spencier. I can shed no light on Mr. Hoffnauer’s motives for 
not having completed his investigation, 

Mr. Meaper. Did he say anything? 

Mr. Srencurr. Yes. 

Mr. Meaper. As to his reasons for quitting in the midst of this 
investigation and going back to Tokyo? 

Mr. Spenoier. He gave us many reasons at various times. He in- 
formed us early in the week of Se ptember 21, which was his final week 
in Bangkok, that he was ill, that he was tired, that it would be neces- 
sary for him to go home soon. He informed three officers of the 
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Embassy on the night of September 25 that he had pressing and 
urgent business in ‘Tokyo which required his attention and that he 
would have to leave but that he might return someday. 

He informed the Ambassador ths at he had left Tokyo e xpecting to 
be gone only 2 weeks and that his wife was without money and he had 
to return to support her. He informed the Ambassador on the 
morning of September 25: “I am not an investigator; I am an 
administrator. Iam not capable of this job.” 

It was probably a combination of these factors that determined Mr. 
Hoffnauer’s return to Tokyo. 

Mr. Mraper. Mr. Spengler, I would like to ask, because of your 
familiarity with this whole transaction, if you have any suggestions as 
to how this kind of thing can be avoided in the future. I would like 
to ask a question that has been in my mind right through these 
hearings—Do you have any alternative to the long-term contract at 
a fixed price for procureme nt of strategic materials such as was em- 
ployed in this case? Is there such a thing as an open-end contract, or 
a contract to purchase at the market price a specified quantity of 
strategic materials. 

Mr. Spencer. | regret to have to say that is a subject not within my 
competence. I have had no acquaintance with EPS policy. If the 
chairman will recall, the Embassy even had to infer what the policy 
was in the May 11 report because we had no records in our files to 
indicate what past policy had been. 

At the Embassy we had simply investigated the situation, and we 
had really not come in contact with policy decisions concerning pro- 
curement of strategic materials. 

Mr. Mraver. | am asking now for you not to take too narrow a view 
of your responsibility, but as an individual American citizen who is 
interested in seeing our business conducted in a businesslike way, if 
because your study of this situation you can see any alternative to 
what we seem to be faced with here; that is, a very attractive price 
when the market goes down under these contracts which was an open 
invitation for people to go out and buy at a figure lower than the 
contract price and turn it over to our Government at a higher price. 

Mr. Srencuer. I can certainly answer that. I think the answer to 
that problem is strict administration of any contract we make abroad. 

Mr. Meaper. In other words, your answer is that you do not know 
whether we could have drawn a different kind of contract in this in- 
stance for the procurement of these materials, but you do think it 
could have been more effectively policed to have avoided at least a part 
of what appears to be a loss to the United States taxpayers ? 

Mr. Srencuer. That is my strong opinion. 

Mr. Meaper. And you do not care to offer any suggestion as to a 
different type of arrangement for the procurement of these strategic 
materials ¢ 

Mr. Srencter. I am very much afraid, sir, I am not competent to 
comment on that. 

Mr. Meaper. By the way, was there any discussion with Mr. Hoff- 
nauer on this matter of policy that we have had testimony on here 
that it was a part of the objective of these contracts to build up the 
ore- produc sing prope rties in Thailand by better mac hinery and better 
methods of mining ? 
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Mr. Spencer. I do not believe that question was discussed with 
Mr. Hoffnauer. 

Mr. Mraper. In your investigation of this situation, did you give 
any attention to that phase of the procurement of these strategic 
materials? 

Mr. Spencter. In what respect, sir? 

Mr. Mraper. Do you have any knowledge of whether in fact the 
contractors did improve their mining properties through mechaniza- 
tion or other measures ? 

Mr. Spencer. We had no proof except the statements made by the 
contractors themselves. I might add that any one of a number of 
officers at the Embassy would have enjoyed going up on official duty 
to observe some of these mining properties. 

Mr. Meaper. That has been presented here as a rather onerous and 
impossible thing, to visit these mining properties. Just how difficult 
would it be to get to these mining properties ? 

Mr. Srenater. I can assure you it is not difficult. It is a flight 
of 4 hours from Bangkok to Chiengmai. It is 2 or 3 hours from 
Chiengmai to Me Sarieng. From there to visit the Mae Lama mines 
would require a trip down the river which I am told takes perhaps 
8 hours in a boat. The Mae Lama mines are also accessible to Me 
Sarieng, the district capital, overland. I suppose that trip would 
take a couple of days. 

Mr. Meaper. It would not take 10 days each way to visit these Mae 
Lama mines as the testimony has indicated heretofore ? 

Mr. Spencer. I can assure you it would not. The ores from these 
mines are flown much of the way to Bangkok. The ore, as I under- 
stand it, is brought by river from the Mae Lama mines to Me Sarieng, 
where it is flown by Thai Airways, a commercial line, to Chiengmai, 
and from there it is brought to Bangkok by rail. I would estimate 
that from the information available to me I could get to the Mae Lama 
mines within 48 hours. 

It came out in the testimony yesterday that an American official 
has visited the mines, I believe an MSA official. I am not acquainted 
with this episode, but I can assure you that the members of the United 
States Geological Survey who compiled the book which has been given 
as a source have visited these mines. 

Mr. Meapver. Aside from the statement of the contractors, is there 
any other evidence as to whether or not these mining properties have 
in fact been improved as the result of this procurement program ? 

Mr. Srencier. The Embassy did not go into this question because, 
after having performed its second phase of investigation, it became 
clear that, whether or not the properties had been developed with 
capital improvements, the ore delivered to GSA did not come from 
the contract, so we considered it more or less a moot question. 

Mr. Mrapver. Has there been an overall increase in tungsten pro- 
duction in Thailand which is traceable to these contracts ? 

Mr. Spencuer. I would say there has been a noticeable increase, 
but in my opinion it has not been traceable to the contracts, except 
for the possibility that the Yip In Tsoi Co. may have introduced 
equipment in the five mines operated by or under contract to it. 

Mr. Mraprer. Do you have any statistics on the increased produc- 
tion? I believe that you had some in your document. I do not know 
how complete they were. As I recall it, your table I-1 on page 3 
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of your 11th document shows production in 1948 of 449 long tons; 
1949, 674 long tons; 1950, 1,125 long tons; 1951, 1,821 long tons, and 
in 1952, 1,601 long tons, which would indicate a stepping up of pro- 
duction of tungsten the last 2 years of which would have been during 
the life of these contracts. 

Mr. Spencer. Yes. 

Mr. Mraper. You say that you do not believe that increase in 
production is necessarily attributable to the contract ¢ 

Mr. Sprencter. That is my opinion. The best evidence I can cite is 
the production figures on the chart, which would indicate that the pro- 
duction of the Mae Lama mines continued in the neighborhood of 20 
tons per month during the contract when alleged deliveries were in- 
creasing and large amounts of American dollars were paid to this com- 
pany, part of which it is understood were to go for capital improve- 
ment to increase production. If this situation is representative of the 
situations under the other contracts, I would say that although the pro- 
duction of Thailand appears to be on the increase it is not attributable 
to the GSA contracts. 

Mr. Lantarr. You mentioned earlier in your testimony you did not 
believe the unknown third party in the agreement introduced in evi- 
dence as exhibit No. 14 was a commercial company in Bangkok, as 
explained to you by the captain. Do you have any evidence or in- 
formation to indicate who the third party might be, or the purpose for 
which the $2 was to be paid ? 

Mr. Sreneter. I have no evidence. 

Mr. Lanrarr. I want to compliment you very highly on your very 
excellent presentation here today. I think it is one of the best presen- 
tations I have heard before a congressional committee. I think you are 
to be complimented on the fact that you have this information at your 
fingertips. You have been very helpful to the committee. 

Mrs. St. Grorce. I wonder what you would attribute the steady 
decline of tungsten on the open market to in view of the fact the 
United States was still purchasing so much of it at such high prices. 

Mr. Sreneter. I am not very well acquainted with the situation in 
the world price of metals, but I would assume the same factors applied 
there as applied to the fall in the price of rubber and tin and other simi- 
lar commodities from the same area. 

Mrs. St. Grorce. You mean as a result of the cessation of World 
War II and things gradually getting back to normal? 

Mr. Srenctrr. This is a phenomenon, I understand, which occurred 
after World War II: the sudden rise in the prices of many of these 
strategic commodities, and then the more recent decline in the prices 
due to what I understand to be perfectly normal economic factors of 
supply and demand. 

Mrs. St. Groree. It is extraordinary they should drop so steadily 
with this tremendous purchasing going on. I would also like to thank 
you for your presentation and your testimony. It has been very il- 
luminating and very interesting. 

Mr. Kennetry. To clear up a point, I believe Mr. Hoffnauer in 
one of the reports he made after he left Bangkok said the briefing 
papers you had given to him, and perhaps some other papers, were 
forcibly remov ed from him. I would like for the record to get your 
statement whether or not when you asked him for those papers they 
were forcibly removed, or otherwise removed. 
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Mr. Srenoter. I would cite two instances of this. One was the in- 
stance to which I just referred when I presented six briefing papers 
to Mr. Hoffnauer at 2 o’clock on the afternoon of September 25 and he 
declined to accept them and I asked him for the document which I 
had given him earlier in the day. He was reluctant to give it back. 
I understand Mr. Hoffnauer has accused me of having ts aken the paper 
by force. I think a comparison of our respective statures would in- 
dicated I probably would not have removed papers by force. I havea 
witness to this, my secretary, who was standing no less than 10 feet 
away, who has supported me in my statement that I asked for the 
paper. I might well have put my hand on it while he had his hand 
on it, but I can assure the committee that the paper was not taken 
by force. The paper is on file at the Embassy and shows no signs of 
tearing or crumpling or any other violence. 

The other instance occurred the same afternoon a little later when 
[ asked Mr. Hoffnauer if he had returned all the documents to the 
Embassy which he had removed for his reference from our files. Mr. 
Hoffnauer produced four documents which he had removed from our 
files, and which he had taken from his papers then in a locked cabinet 
at his home, the home where he was staying. In looking them over I 
noticed there were still several documents which he had not returned. 
Among them were the copies of the blank Mines Department forms, 
the only copies which the Embassy had, in which English translations 
were interlineated. Also included were these 23 documents which 
Mr. Yip In Tsoi had presented to the Embassy the previous April. 
I was rather surprised to note that these 23 documents had somehow 
been overlooked. <A copy of the so-called ananymous letter which has 
been entered in evidence by this committee, addressed to Mr. Bran- 
ning, was also not returned. 

I asked Mr. Hoffnauer if I could accompany him to his house 
where we would go through his papers and I would have an oppor- 
tunity to reclaim anything that he had removed from our files. He 
agreed to do so, and we obtained an Embassy car and went directly to 
his home. I went upstairs with him. He unlocked the cabinet and 
took out the papers and we went through them hurriedly. It was at 
this time I noticed the sheaf of 23 papers which I failed to see how 
he overlooked. I recovered the other documents at the same time. 
Incidentally, it was at that time that I noiced a considerable volume 
of classified security information in his files, including paraphrases 
of classified telegrams which would have constituted a breach of cryp- 
tographic security. ‘This led to the rather unpleasant situation which 
developed involving the safeguarding of security information and 
our having requested the authorities in Tokyo to assist Mr. Hoffnauer 
in making this information secure when he arrived. Does that answer 
your question ? 

Mr. Kennetty. Mr. Spengler, there has been some talk in these 
hearings on the possibility of fraud, collusion, bribery, or other things 
by some persons perhaps connected with these cases. 

Is there any other information that you have bearing on these 
subjects which you are in a position to present to the committee at this 
time ? 

Mr. Spenoier. On that subject I am instructed to inform the com- 
mittee that considerations of irregular conduct by United States 
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Government officials are under active investigation by the Department 
of Justice and I am not at liberty to reveal that information at this 
time. 

Mr. Meaper. Do you have anything that we have not covered so 
far this morning, Mr. Spengler, that you think will shed any light on 
the subject matter of these hear ings ¢ 

Mr. Seencier. I am sure there may be, sir, but I cannot think of 
anything now that I would like to bring up. 

Mr. Meaper. The committee thanks you very much for your testi- 
timony and your appearing here. 

I would like to add that the diligence with which you have pursued 
the investigation, and the other members of the Embassy at Bangkok, 
has been excellent and thorough. 

Mr. Spencter. I should like to thank the committee for hearing me 
and I wish at this time to remind the committee that this was in every 
sense a cooperative effort by several members of the economic and 
commercial section of the Embassy. 

Mr. Meaper. The committee will recess until this afternoon at 2 
o’clock. 

(Whereupon the committee recessed to reconvene at 2 o’clock.) 


AFTERNOON SESSION 


The hearing of the International Operations Subcommittee of the 
House Committee on Government Operations was resumed at 2 p. m., 
Hon. George Meader (acting chairman) presiding. 

Mr. Meaper. The session of the International Operations Subcom- 
mittee of the Government Operations Committee o fthe House of Rep- 
resentatives will come to order. 

Our first witness is Mr. Harlan P. Bramble. Will you be sworn, 
Mr. Bramble, please ¢ 

Mr. Brampte. Yes. 

Mr. Meaper. Do you solemnly swear that the testimony you will 
give before the committee will be the truth, the whole truth, and noth- 
ing but the truth, so help you God? 

Mr. Bramsie. I do. 


TESTIMONY OF HARLAN P. BRAMBLE, ASSISTANT CHIEF, METALS 
AND MINERALS STAFF, OFFICE OF INTERNATIONAL MATERIALS 
POLICY, DEPARTMENT OF STATE 


Mr. Meaper. Mr. Bramble, will you state your full name and your 
position for the record ? 

Mr. Bramesie. My name is Harlan Paul Bramble. I am Assistant 
Chief of the Metals and Minerals Staff of the Office of International 
Materials Policy in the State Department. 

Mr. Meaper. How long have you occupied that position, Mr. 
Bramble? 

Mr. Bramsre. At the time—I have only recently been Assistant 
Chief of the Staff. Prior to that, and at the time most of the events 
under this investigation took place, I was acting as chief of the staff, 
from 1951 until a short time ago. Prior to that I was branch chief in 
the same staff. 
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Mr. Meaver. Will you give us just a brief résumé of your experience 
prior to the position you now hold? 

Mr. Bramete. Yes. After I received my degree from the Univer- 
sity of Oregon I was a teacher of economics for 5 5 years, first at the 
University of Oregon—— 

Mr. Meaver. About what time was that? 

Mr. Bramse. In 1937 to 1939. At the College of the City of New 
York, while I was simultaneously attending the Columbia U niversity, 
and then in 1941 and 1942, I was an instructor of economics at the 
University of New Hampshire. In 1942, at the outbreak of World 
War II, I came to Washington at the request of the Treasury Depart- 
ment to finish a study I had begun with them, I transferred to the War 
Production Board, where I began my work in the field of commodities 
and raw materials. I was economist and geographer on imports of 
civilian requirements. 

After a tour of duty in the Navy I returned to join the State De- 
partment as a specialist on rubber; since then I have been occupied 
and have specialized on different commodities, including wool and 
all fibers, and later, metals and minerals. From 1948 until the present 
time I have been the person in the State Department chiefly respon- 
sible for work on stockpiling and strategic materials. 

Mr. Meaprer. When did you enter the State Department ? 

Mr. Bramexe. In 1946. 

Mr. Meaper. Will you describe briefly the duties that you have in 
your present position and position you occupied when you were Act- 
ing Chief of the Metals and Minerals Staff as they have a bearing on 
the problems and the subject matter the committee is hearing? 

Mr. Bramete. Yes. One of the first responsibilities of the Metals 
and Minerals Staff of the Office of International Materials Policy 
was to act as the channel of liaison between the Department of State 
and other agencies of the Government with respect to problems involv- 
ing metals and minerals chiefly. In the way the Department of State 
is organized, the political relationship, or the political side of the 
Department, is organized on a geographical basis, with an officer for 
each political unit. Other agencies of the Government are not so or- 
ganized, and in order to make it unnecessary for another agency to 
talk with 4 or 5 officers in the Department on a single problem, the 
Office of International Materials Policy is the speci: ialist in the De- 
partment on those things that may either be global in nature or that 
require haison with other departments. 

In that responsibility I have been in contact, close contact, with 
oflicials of the Emergency Procurement Service for a number of years. 
When the problem regarding Thailand tungsten contracts came up, 
through despatch 877 from Bangkok, I was the official responsible for 
liaison with the EPS in that office. 

Mr. Meaper. You have been familiar with this entire program of 
the acquisition of Thailand tungsten from the beginning; is that 
correct ? 

Mr. Brampiz. Yes. The Department of State is required by Pub- 
lic Law 520 to cooperate with the stockpiling agencies in carrying out 
programs involved therein—and also a portion of these Thailand 
tungsten contracts were stockpiling contracts. Also, we were advisers 
to the Defense Preduction Administration which authorized others 
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of these contracts. As such it was my job to assist the Emergency 
Procurement Service in any way the State Department could do so. 
I do not, however, have the detailed information on all of the con- 
tracts. I came in only when I was asked to come in, when some prob- 
lem arose. 

Mr. Meaper. Before we get into this specific contract, just to clear 
up what the International Materials Policy office does, may I ask 
you whether you have anything to say about the matter of policy 
with respect to stockpiling? Do you give any instruction or advice 
or directions to the Emergency Procurement Service with respect to 
their procurement of these materials ? 

Mr. Bramsir. Yes. The Department of State was a member of 
the Inter-Departmental Stockpiling Committee, the committee estab- 
lished by the Munitions Board, to advise the stockpiling agencies on 
problems of stockpiling. I was the State Department representative 
on that committee. In addition to that—— 

Mr. Meaper. You said you were. What time do you mean? 

Mr. Bramsie. That responsibility of the Munitions Board has now 
been transferred to the Office of Defense Mobilization and the Com- 
mittee was dissolved and has not yet been reconstituted, but I under- 
stand it will be in the near future. 

In addition to that, the Defense Production Administration, which 
was a part of the Office of Defense Mobilization, also had a committee 
to advise it on problems of material, defense materials and on stock- 
piling. Stockpiling was only one of the things they were interested 
in. I was the representative on that committee. 

In addition to that, through close association with Mr. Walsh and 
Mr. Wilder I provided advice and a channel through the State De- 
vartment to the EPS on the way in which their program affected the 
interests of the United States, not only on this, but also the way in 
which the State Department could assist them in carrying out their 
responsibility. 

Mr. Meaper. So you had something more than just a liaison 
function ? 

Mr. Bramptie. Yes. 

Mr. Meaper. In respect to this problem of getting tungsten for the 
stockpile 

Mr. BraMsie. Yes. 

Mr. Meaper. Let me ask you about this Munitions Board directive 
of January 5, 1951. 

Mr. Brampte. Yes. 

Mr. Meaver. Which apparently ordered preclusive buying, disre- 
garding price, in connection with the acquisition of tungsten in 
Thailand. Did you, in your function as a member of that Committee, 
have anything to do with the preparation or formulation of that 
directive ? 

Mr. Bramsix. As I remember it, the Committee was not consulted 
upon the composition of that letter. I first learned of it by a carbon 
copv which was sent to me after it was signed and delivered. 

Mr. Mrapver. Was that the type of subject matter that should have 
been passed upon by that agency ¢ 

Mr. Bramsie. It would not have been unusual; no. 

Mr. Meaper. You mean that type of directive would be issued only 
after the Committee had deliberated and had come to some decision ? 
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Mr. Brameie. Not necessarily, since this was not entirely a stock- 
piling function. The Munitions Board did not have to refer things to 
the committee before they were issued. 

Mr. Meaper. You are familiar with the directive / 

Mr. Brampie. Yes; I have seen it. 

Mr. Meaper. I would be interested in knowing just what position 
you would have taken, as a member of the committee, on behalf of the 
State Department, if you had gotten this. Would you approve it, or 
would you have disapproved such a directive ? 

Mr. Brampie. I would have approved the general concept, which 
was that a vigorous program Was necessary in the area of the lar 
East in order to get materials, both that we needed and such materials 
which we wanted to prevent falling into the hands of an enemy, which 
seemed likely at that time, since the situation in the Far East seemed 
to be such that it might explode, and the area come under the domi- 
nation of an unfriendly country. I think I would quarrel somewhat 
with the language in which it was written, perhaps. 

Mr. Mreaper. You would disregard the price ¢ 

Mr. Brameswe. I think that was an unfortunate phrase, although 
the idea was that EPS should be aggressive. The other thing I think 
was possibly a misinterpretation of the word “preclusive.” I think 
it did not mean preclusive, in the sense it was used in World War IT, 
especially with reference to tungsten. It made no sense, to buy pre- 
clusively in an area where the Communist-dominated countries cer- 
tainly had half the world supply under their control. 

Mr. Meaper. We could not deny tungsten to the Chinese Commu- 
nists or the Russians, as a matter of fact, if we took every pound of 
Thailand tungsten. 

Mr. Bramsie. That is right. 

Mr. Meraprer. Now, for the record, will you give us your under- 
standing of the term “preclusive buying” ¢ 

Mr. Bramewe. I think it is a very loose phrase, and for myself I 
prefer not to use it. During World War II, 1 think preclusive buying 
was understood to mean buying up quantities of material to prevent 
someone else from buying them, or to force them to pay a very, very 
high price for them. It is something that is very difficult to define, 
and I do not know what purpose it would serve if you define it 
exactly. 

Mr. Meaper. Well, of course, that is the basis for the action taken 
by the Production Division, and if you are right that it does not 
have any clear meaning, that might have some bearing on what hap- 
pened here, and if they were not able to understand ‘what is meant, 
the chances are that had something to do with the position they took 
in this connection. 

Mr. Brampie. Well, I think—and I myself should not like to try 
to interpret their understanding of this phrase, naturally, but with 
that, I think that with regard to the dire ‘tive as to buying, it was 
based not on just the word “preclusive,” but on the intention of the 
rest of the language, that they were to buy materials in Thailand and 
other Far Eastern areas and that they were to bid actively for them, 
and not just wait until they were offered. 

Mr. Meaper. Before we get to this case, I would like to ask you one 
question on another matter of policy. Is there no alternative to the 
long-term contract at a fixed price for the acquisition of these strategic 
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raw materials, either for stockpiling or for resale to American 
industry, under the Defense Production Act? 

Mr. Bramate. There is another alternative to that method of pro- 
curement, but I personally ask your consideration of this, that I have 
seen the United States make very good procurement through long- 
term fixed-price contracts; I have seen the United States make deals 
which turned out to be not advantageous on long-term fixed-price 
contracts. I have seen the United States procure strategic materials 
at the market price, which turned out disadvantageously toward the 
United States; and I have seen long-term contracts at market prices 
that turned out very well. There is no one way of buying materials 
that is better than another. It isa question of doing the best you can in 
each individual case. The procurement for stockpiling is an art, and 
is not a science. It takes a deft touch. 

Mr. Meaper. You mean it takes good guesswork. 

Mr. Bramece. Yes, I think perhaps so. 

Mr. Meaper. In other words, this could have been handled under a 
contract for procurement at the market price, one way or another, 
based upon the market price? 

Mr. Brameie. No sir. I think the circumstances with regard to 
tungsten at that time were somewhat peculiar. We had in the United 
States a ceiling price on materials, and I believe it was interpreted 
that the GSA could not buy above the ceiling price without special 
permission. 

Mr. Meaper. By that you mean the EPS could not agree to the mar- 
ket price, because the market price might go above the United States 
ceiling price? 

Mr. Bramsie. That was rescinded on purchase programs for resale 
for a loss, but whether that applied to stockpiling contracts, I am not 
sure. 

Mr. Lantarr. Do you happen to know what the OPS price for tung- 
sten was ¢ 

Mr. Bramewr. $65, I think, a ton. 

Mr. Lantarr. The same price that is in this contract ? 

Mr. Brameswe. That was the beginning price; that was the entering 
price in these contracts. There was a descending price in the con- 
tracts for succeeding years. 

Mr. Lantarr. In connection with contracts of this type, and the 
policy that you discussed earlier, the theory here was not just to obtain 
all of this tungsten that could be obtained from Thailand, but to 
engage in preclusive buying, and also to build up a source for the 
future and to help the mine owners to build up their production, and 
is that not about the idea regarding the paying of a price greater than 
the market price, that the additional amount you spent above the 
market price could be used for that purpose, in connection with the 
development of other sources of strategic materials from which we 
could have a source of supply ? 

Mr. Brampie. Well, the subject of Thailand tungsten is compli- 
cated. The fact is that it happens to be an area in the world where 
we were interested in getting a source of high-grade tungsten devel- 
oped, but where we would have to bring into consideration a lot of 
cther factors, which I would rather not go into in a session like this. 
We are getting pretty deep in classified material on stockpiling. 
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Mr. Lanvarr. One of the reasons the Government entered the con- 
tract was for the purpose of development. 

Mr. Bramewe. Yes. 

Mr. Lantarr. To have a source of supply for some future time. 

Mr. Bramste. Yes. 

Mr. Lantarr. If that policy is sound, in the negotiation of con- 
tracts in connection with this procurement, the failure existed then 
on the part of EPS in policing the contract, to see that it came up to 
the provision specified in the contract, particularly that part of the 
contract which said they were to build up their mines by making 
them more productive. 

Mr. Bramsie. I think clearly it would have been better if we could 
have policed the contract in a way that falls within the intention of the 
original contract. 

Mr. Lanvtarr. So that the fault in this particular case is not the 
fault of the policy in connection with a procurement contract, but of 
the administration ¢ 

Mr. Bsamexe. That is a conclusion. 

Mr. LanraFr. Do you subscribe to that conclusion ? 

Mr. Brameie. Without more knowledge of the administrative prob- 
lems, and the evidence involved, I would not like to make a statement 
one way or the other. 

Mr. Lantarr. That is all, Mr. Chairman. 

Mr. Mraper. Turning to the specific contracts, which the committee 
has been discussing, when did you first have any official knowledge 
of the contracts and what was your responsibility with regard to them ? 

Mr. Bramece. Yes. Document 877, which was the first inkling we 
had in our office of the situation—— 

Mr. Meaper. That was of what date? 

Mr. Bramsie. May 11. 

Mr. Meaper. May 11, 1953, memorandum of the Embassy from 
Bangkok ? 

Mr. Brame. That is right. That arrived in Washington on May 
27 and was probably delivered to the Office of International Materials 
Policy on May 28 or May 29. However, it was not called to my atten- 
tion at that time, because I was then very busy, involved in a matter 
which necessitated my leaving the country for a few days, and so I 
did not hear of it personally until about June 15. 

Mr. Mraper. You mean, Mr. Bramble, that it was May of this year, 
when you first had any specific connection with this procurement ? 

Mr. Brampte. Yes. 

Mr. Meaper. In Thailand? 

Mr. Bramste. Yes. 

Mr. Mraper. You had nothing to do with the contract and negotia- 
tions by EPS, and no official connection with any of the administration 
of these contracts up until this complaint was received from the 
Bangkok Embassy ? 

Mr. Bramete. That is right. 

Mr. Meaper. The position and the responsibility you had did not 
require you to have any connection with any of the procurement pro- 
grams until something went wrong? 

Mr. Brampte. I have no continuous responsibility for following 
the individual contracts. ; 
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Mr. Meaper. In other words, you were not consulted in the nego- 
tiation of the contracts? 

Mr. Bramsie. I would be consulted on the general policy of whether 
or not we were going to have an aggressive purchase program abroad 
to buy tungsten, or if we were going to establish a foreign office; they 
were to clear with the St = Department as to where those offices 
would have to be located, or what they were to do, and that would be 
cleared with me, of course. 

Mr. Mraper. In this specific case, however, you did not know any- 
thing about the directive of January 5, 1951, of the Munitions Board 
until after it had been issued ? 

Mr. Bramesie. Yes. 

Mr. Meaper. When you were furnished with a copy of it. 

Mr. BraMsier. Yes. 

Mr. Meaper. And you had no knowledge of the contract being nego- 
tiated or of the establishment of the office with representatives of the 
EPS in Bangkok until after they actually left? 

Mr. Bramesie. I am sorr y—and I may need to change my testimony 
in this regard. I knew there was an EPS office in Bangkok; I knew 
there were tungsten contracts that had been negotiated. We did not 
have the contracts in my office. I did not even know the quantity or 
the terms that were involved until the complaint, until the report 
from the Embassy came in. Since no problem had arisen we would 
not take any action. 

Mr. Mraper. You were in a very high-sounding position in the 
International Materials Policy St: aff. and it would seem to me that one 
of the things that you would need to know in determining this policy Vv 
was to know what was going on, particularly what was going on in 
Government in that field. 

Mr. Brameste. That is right. 

Mr. Meaper. And I am wondering if it was a little unusual that 
all of this turned up in your office only after something had gone 
haywire. 

Mr. Brampie. The only way I would know that anything was 
wrong would be reports that come in from the field, since I was not 
at Bangkok and knew nothing about the operations out there. And 
this report that came on May 11 was the first time we had heard from 
the field. 

Mr. Meaper. What I am trying to get at is this: Was it or was it 
not rather unusual that you were not apprised of the fact that tung- 
sten ore was being procured by the Emergency Procurement Service 
in Thailand? 

Mr. Brampue. Oh, I think we knew that there were contracts in 
Thailand, and the general quantity of ore—I was looking at my rec- 
ords to see—we would not know anything about a problem until the 
problem arose. 

Mr. Mreaper. How did you learn of it? 

You have been advised by Emergency Procurement Service of the 
existence of these contracts? They furnished you with a copy, but 
did not withhold from you any information ? : 

Mr. Brampte. Oh, no. 

Mr. Meaper. As they should have done to assist you in the discharge 
of your responsibilities in the field of International Materials Polic ‘y. 
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Mr. Brameie. That is right. 

Mr. Lanrarr. Does the same sort of policy follow with respect to 
the procurement of other strategic materials by other agencies‘ 

Mr. Brampve. May I ask what you mean by the same policy? 

Mr. Lanrarr. That you may or may not have information as to 
what. strategic materials other agencies may be procuring for stock- 
piling, or for the purpose of resale? 

Mr. Brampie. The Emergency Procurement Service buys all the 
materials for stockpiles and all the materials for resale under the 
Defense Production Act. There are many other materials where we 
have access to the information, but we may not have it at our finger- 
tips all of the time. 

Mr. Lanrarr. As it turned out you did not have the facts upon 
which to formulate the policy. How did you determine whether 
or not you should get tungsten from Thailand, unless you knew 
whether we could get tungsten there? 

Mr. Brameie. Our function with respect to the strategic materials, 
as I have tried to explain, first, we do not determine that—— 

Mr. Lantarr. To act in an advisory way you do have to have the 
facts upon which to base your conclusion. 

Mr. Bramsie. When a program is proposed, we are consulted on it. 

Mr. LanrarFr. But you were not in this case / 

Mr. Bramstie. No. 

Mr. LANTAFF. Is that same type of procedure followed, or 1s there 
not some coordination, as a matter of record, between all agencies in- 
volved in this procurement ? 

Mr. Brampie. Well, there is exchange of information. No infor- 
mation has been withheld from me if I wanted to get it. What I am 
trying to point out is that the general policy of the administration 
program is decided upon; the quantity of material which was to be 
bought was given to the Emergency Procurement Service, and I saw 
that before it was put into effect, but which contract the Emergency 
Procurement Service was signing, and with whom they signed, was not 
always shown to me, unless there was some problem that arose. 

Mr. Lanrarr. The basic policy that we needed to procure tungsten 
was based on an emergency basis occasioned by the consumption in 
this country and by the levels of our stoc kpile? 

Mr. Bramexe. And, by the international situation. 

Mr. Lantarr. And by the international situation ? 

Mr. Bramsie. That is right. 

Mr. Lantarr. So, unless you know the level of the stockpile and the 
actual amounts being procured, how can you advise whether or not 
we need to go ahead with a porgram of this kind or whether or not we 
need to procure tungsten at the end of the 3-year period ? 

Mr. Bramete. I am sorry to take up the time of the committee by 
not being clear about what this position is. I know the level of the 
stockpile; I know the amount of tungstens that are under contract; 
I have references to it in my file where I can pull it out at any time. 
If I want to know the specific contracts and where those contracts 
are, I can get that information from the Emergency Procurement 
Service. 

We are a small staff and we have to spend most of our time dealing 
with those problems that are hot at the moment. So, we are usually 
called in on a problem that is already causing trouble rather than by 
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searching for the places where problems may break out. Although, 
ths at is also our function and we should do it to the extent we coul l, 
we are not always able to get to it. 

It would have been a desirable thing if we could have anticipated this 
trouble in Thailand and, I may say, I expected trouble in tungsten 
for a long time but I did not know it was coming up in Thailand. 

Mr. Meaper. On that point, figures furnished in the document of 
May 11 show production and export of wolfram ore from ‘Thailand 
from 1948 to 1952 and I think, perhaps, you were present when | 
read the figures for 1951 where there was exported from Thailand to 
the United States 832 long tons of tungsten, of which 72.13 tons 
were from the Emergency Procurement Service purchases. In other 
words, well under 10 percent, whereas in 1952 a total of 944 tons 
were exported to the United States, 537.63 tons were Emergency Pro- 
curement Service purchases. In other words, I think close to 60 per- 
cent of their exports to the United States from Thailand went 
through Emergency Procurement Service. 

Mr. Bramexe. Yes, sir. 

Mr. Meaper. And the effect of that, of course, was to squeeze out 
the commercial channels that had been exporting tungsten to the 
United States. 

Mr. Bramaze. That is right. 

Mr. Meaper. Is that a matter of international materials policy ? 

Mr. Bramsie. Yes, sir. 

Mr. Meaper. And one which you would very properly concern 
yourself with in your office in the State Department 

Mr. Brampie. Yes, sir, and we were concerned with it—let me ex- 
plain the situation: because the world price of tungsten had gone above 
the ceiling price for on in the United States, very few American 
businessmen, in late 1951, and most of 1952 were in a position to im- 
port tungsten and either resell it or use it themselves, and they had 
to rely pretty largely on the domestic product which had a ceiling 
price on it of $65. 

In order to get imports coming into the United States, it was neces- 
sary for the Emergency Procurement Service to go out and buy it 
and resell it at a loss in this country, which they did, and that is one 
of the reasons why so much of the tungsten was up at a sale to the 
Emergency Procurement Service rather than through commercial! 
channels. 

Mr. Meaper. Are you casting some doubt on the other reason as to 
why so much of it was bought ‘by EPS because the market price was 
below their contract. price “and they went out into the market and 
then delivered it under our contracts? 

Mr. Bramepur. No, sir. As 1952 progressed, that only intensified 
the situation in places where there were existing long-term contracts. 

Mr. Mraper. Now, that is the type of thing which you and your 
office on international materials policy would study and say “This is 
United States policy in this situation,” would it not? 

Mr. Bramebie. That is right, sir. 

Mr. Meaper. But, you were not aware of that situation until 
was called to your attention about a year later by the memorandum 
of May 11 from the Embassy in Bangkok? 

Mr. Brameie. That is right, sir. 
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Mr. Mraper. Now, what I am trying—what I think Congressman 
Lantaff was bothered about, was how do these facts come to your 
attention if there is not any routine exchange of information, and how 
would vou ever be aware that this was going on in Bangkok until the 
trouble had already occurred ? 

Mr. Brampie. Well, it would be difficult for me to ferret out the 
same thing that the Embassy finally did, unless somebody on the 
spot did it. We could have if we had a large enough staff and the 
time. We could keep correlating the amounts of materials that are 
coming to the United States, the price, the proportion that is going 
commercially and coming through EPS, but it is simply a physical 
impossibility for us to make this type of calculation. ‘So the only 
way it comes to our attention is either by having reporting officers in 
the field present it or bring it to our attention or having someone in 
another agency who is in close association with it to bring it to our 
attention. Remember, we have many more countries than Thailand 
to think about and many more commodities than tungsten. 

Mr. Meaper. But with regard to all the other commodities the situ- 
ation is no different than with respect to tungsten in this instance, 
is it ? 

Mr. Brameie. That is right, but some of them are much larger in 
international affairs than tungsten, particularly tin, rubber, and things 
like that. 

Mr. Mraver. Of course, this was quite a sizable program which 
involved some $18 million worth of tungsten. 

Mr. Brametr. That is right, but it is very small compared to the 
other materials program that we have, such as copper, tin, manganese, 
and chrome. 

Mr. Mraper. Has this situation occurred elsewhere in the procure- 
ment program of the Emergency Procurement Service where their 
buving has forced commercial traders out of business? 

Mr. Bramete. I think not, at least, on the scale that it had in this 
one particular place. 

Mr. Mraper. Or if it has, you have not learned about it? 

Mr. Bramsir. No; I think ever since it happened in Thailand I 
have taken a look at some of the others because I wanted to know if 
that situation were occurring elsewhere. We do have rather large 
tungsten contracts or EPS has rather large tungsten contracts in 
other tungsten-producing countries, and it may be that to a certain 
degree commercial trade channels have been upset but not to the 
extent where it has caused commercial complaints, other than mild 
ones, or we have not heard of any important ones. I am thinking 
particularly of Spain and Portugal, which are sizable tungsten pro- 
ducers, and where the Emergency Procurement Service has sizable 
contracts. 

Mr. Mraper. When you were looking into those tungsten procure- 
ment contracts in Spain and Portugal, and perhaps elsewhere, did 
you discover anything like that which has been discovered with 
respect to Thailand ? 

Mr. Bramete. No; it is not similar to that. Although, I may say 
we have our problems with respect to tungsten in other countries. 

Mr. Lantarr. Are the contracts similar to the contracts that were 
in existence in Thailand ¢ 
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Mr. Bramee. Well, there are some similarities with them, but the 
conditions may be somewhat different. 

Mr. Lanrarr. That is a form contract ? 

Mr. Bramsie. No; each one—I would rather let EPS testify as to 
that. 

Mr. Lanrarr. You have not had occasion to look at any of those 
contracts ¢ 

Mr. Bramexe. I have looked at some of them, yes; but I have not 
looked at all of them. 

Mr. Lantarr. Do they specify a particular source or sources ‘ 

Mr. BraMsie. A great many of them do, 

Mr. Lanrarr. Do they specify the source from which the ore is 
to come ¢ 

Mr. Bramsie. A great many of them do; yes. 

Mr. Lanrarr. You have not had occasion to find out whether or not 
EPS is policing those to see that the source named in the contract is 
the active producer of the ore? 

Mr. Bramsie. Yes; I think they are policing them. 

Mr. Lanrarr. You say that Thailand is the only place where this 
has occurred ¢ 

Mr. Brameie. Well, you remember that testimony was given here 
earlier that a general directive went out—I believe it was in the early 
part of 1952—that this policing by sources was to be tightened up. I 
do not know the exact terms of that but I believe I have observed 
the effects of it, and it has been effective in other countries as well as 
in Thailand. 

Mr. Lanrarr. That is all. 

Mr. Meaper. In other words, Spain and Portugal, while so far as 
you are able to tell us now, the arrangements for procurement were 
substantially the same as in Thailand—mainly long-term fixed-price 
contracts with specified sources, yet the phenomena that we witnessed 
here of going out in the market and buying and supplying it under 
the contract without regard to the sources named in the contract did 
not occur in these other countries? 

Mr. Bramstie. It has not occurred on the scale which it did in 
Thailand. I have heard some rumors that it may have occurred in 
small quantities in those countries. I do not have any evidence of that. 

Mr. Mraper. But if the world price was some $20 or so below the 
contract price in tungsten, that situation was not existing in Spain 
and Portugal ? 

Mr. Bramsie. That is right. 

Mr. Mraver. The same temptation to buy market ores and supply 
them under contract would thus not exist in these other countries to 
the same extent it did in Thailand ? 

Mr. Bramsie. That is right. 

Mr. Mreaper. And if there was any difference in whether or not 
that happened it was because, probably, either the people were more 
honest in these other countries or else there was a better policing job 
done. 

Mr. Bramesie. That is right, sir. 

Mr. Meaprer. Do you happen to know when this memorandum of 
May 11, prepared by the Embassy in Bangkok, was first brought to 
the attention of the Emergency Procurement Service? 
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Mr. Brampte. I cannot, of my own knowledge, document that. I 
heard it testified earlier—Mr. Wilder testified he received it on May 29. 

Mr. Meaper. Was the channel of transmission through your office? 

Mr. Brampie. No, sir; it goes through a routine method of distri- 
bution to other agencies. The State Department has regular chan- 
nels for that sort of thing. 

Mr. Meaper. Now, after you personally got into this matter, which 
I believe you said occurred about the 15th of June— 

Mr. Bramewe. That is right, sir. 

Mr. Meaper. Just what happened then? 

Mr. Bramsie. I called and had a meeting with the representative 
of the EPS that had been designated to handle this problem, who was 
Mr. Wilder. We met, but I cannot give the exact date on which we 
met. I do not have it in my records. 

Mr. Meaper. Mr. Wilder gave us quite a chronology of the various 
things that. occurred, as I alia the testimony. Do you have a 
similar diary or chronology to present to the committee of your activ- 
ities / 

Mr. Bramece. The first date that I can fix is June 29. I know we 
had a meeting earlier than that in which I learned Mr. Snell was on 
his way back to the United States, and it was agreed that we would 
wait until he got here so we could talk to him. It was on June 29 
when we met with Mr. Snell. 

Mr. Meaper. Well, now, will you proceed to tell what you had to 
do with this after you personally got into it? 

Mr. Brampce. As soon as I read the dispatch from the Embassy, I 
realized that the problem here would very soon involve the question 
of possible cancellation of the contracts. So, I had one of the men 
who works for me get in touch with the political desk in the State 
Department and find out whether or not we had any political objection 
to the cancellation of the contracts. We agreed with the people who 
are responsible for political relationships with Thailand that if a 
substantial and intensive inevstigation were made and solid evidence 
if found to back up these charges, that the State Department would 
have no objection to the cancellation of the contracts. 

I communicated this orally to the Emergency Procurement Service, 
but it was not until later that it was put in writing. 

Mr. Mraper. Have you had a chance to review the summary that 
Mr. Wilder presented to the committee ? 

Mr. Brampste. No; I have not. 

Mr. Mraper. Were you present when he testified ? 

Mr. Bramete. Yes; I was, but I cannot remember all of his testi- 
mony. 

Mr. Meaper. Was there anything, as you recall it from listening 
to it, that does not correspond to your recollection of those events? 

Mr. Brameie. Well there were some—I think there were, perhaps, 
minor differences in recollection. They did not change the substance 
of the matter which was this: there was a mild difference of opinion 
between myself and Mr. Wilder as to whether the State Department 
or the Emergency Procurement Service should carry out the investi- 
gation, which we insisted was necessary before any move should be 
made toward cancellation of the contracts. 

I argued that the Embassy ought not to make that further investi- 
gation. 
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Mr. Mraper. Now, you did agree with Mr. Wilder that an investi- 
gation was in order? 

Mr. Bramere. As a matter of fact, that was one of the conditions 
which the State Department put upon the case and that was, that 

1 further investigation was necessary before any action resulting in 

cancellation should be taken. 

The reasons for that were, first, because the recommendations of 
the Embassy in Bangkok were along that line; and, secondly, because 
we recognized that the evidence contained in the dispatch on May 11 
was not in itself conclusive proof, but was only a strong suspicion of 
what was existing. 

Mr. Mraper. So, the upshot of it was that both you and Mr. Wilder 
agreed that an investigation should be undertaken ? 

Mr. Brampsve. That is right, sir. The only difference was over the 
method of carrying it on. 

Mr. Meaper. Did you give any indications as to what kind of an 
investigation should be made or what kind of investigators should be 
sent to this job? 

Mr. Brameie. No, I didnot. One of the reasons I did not want the 
Embassy to be responsible for the carrying on of the investigation 
was—there were two reasons: First, I did not want—I wanted it to 
be clear that the Emergency Procurement Service had satisfied itself 
that the allegations m: ade by the Embassy were true and that the evi- 
dence had been gotten through their own channels and, secondly, I 
was unable to inform the Embassy exactly what type of evidence they 
might have at hand that would be acceptable as evidence for cancel- 
ing the contracts. Someone from EPS who was familiar with the 
background of the contracts and who could then see the evidence be- 
fore the Department would know whether or not what was produced 
was satisfactory. 

Mr. Mrapver. Were you also concerned that, perhaps, it was not the 
best public relations for one agency of the Government to be investi- 
gating another? 

Mr. Brampie. Well, I expect that under some circumstances you 
cannot avoid that, but I did not think it was necessary. The Emer- 
gency Procurement Service is charged with the responsibility for com- 
pliance with its contracts and I thought it was their job to carry out 
the investigation. I admit that sometimes in foreign countries it 
does not pay to send a person off that distance for a small matter and 
the Department then takes on the job of investigating the operations 
of other agencies, but in something of this size, 1 thought it was best 
that they do their own investigating. 

Mr. Meaper. You had nothing to do with the selection of Mr. Hoff- 
nauer as the one to conduct the investigation ? 

Mr. Brampir. No; I was asked whether the Embassy had requested 
that EPS send somebody from Washington to investigate. T hey used 
those words “Send somebody from Washington to investigate.” I 
did not consider that there was any force in the word “W ashington” 
itself. It was my own judgment that what they meant was somebody 
not connected with Bankok. So, when T was asked by EPS whether 
or not I objected to someone going from Tokyo I said I thought it was 
their business to select whomever they thought was qualified to carry 
on the investigation. 
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Mr. Meaper. Do you know whether EPS or GSA have a compliance 
division with trained investigators on their staff / 

Mr. Bramsie. Yes, sir : they have a compliance division. I am not 
acquainted with the personnel. 

Mr. Meaper. Do you mean that GSA has? 

Mr. Bramesie. Yes, sir. 

Mr. Meapver. Do you know whether there is one in EPS 

Mr. Brametr. I think, as I understand it, the compliance division 
is in GSA, but EPS isa part of GSA. 

Mr. Meaper. Now, who oon raised the question of the immediate 
suspension of the contracts? 

Mr. Bramaie. EPS. Mr. Wilder first suggested that. I cannot tell 
you exactly the day on which he suggested it, but it was finalized in a 
letter of August 7 7 from himself to me. 

The principle had already been agreed prior to that. As he pointed 
out in his letter, he refers to three meetings which we had in the pre- 
vious month at which time we came to agreement that they ought to 
be suspended and an investigation made. 

Mr. Mraver. Now, did you have conversations with Mr. Snell after 
he returned to W ashington from Bangkok ? 

Mr. Brampte. Yes, I met with Mr. Snell once on June 29. 

Mr. Meaper. And did you discuss with him the contents of Embassy 
dispatch of May 11? 

Mr. Bramste. Yes, he had read it. 

Mr. Meaper. And, also, the complaints that were contained therein ? 

Mr. Brameie. That is right. 

Mr. Meapver. Do you have anything to tell this committee which 
would shed any light on the quesiions we have been considering here 
growing out of the conversation with Mr. Snell? 

Mr. Bramste. No, sir; because I do not have the detailed conversa- 
tion. AsI recall it, Mr. Snell pointed out that he could not go behind 
the certificates of origin that were given to him by the Thai Mines De- 
partment. He also made reference to the anonymous telegram that 
was sent to Tokyo, and his answer to it was much in the same atmos- 
phere and the same manner as his testimony here which was given 
before this committee. 

I cannot recall whether it was at this meeting that Mr. Snell agreed 
that he had agreed with the U-Tong Thai Co. that the list of companies 
that were listed in dispatch No. 877—or in the May 11 dispatch—that 
he had agreed with them that they would be the sources of ore, but 
later a telegram went from the Department to that effect, that is, from 
EPS through the Department, to the effect that he had agreed that 
these 11 sources were proper sources for the ore. 

In general, the discussion—while it was rather lengthy—came back 
to one point, and that is, Mr. Snell felt he could not go behind the cer- 
tificates given him by the De 1 irtment of Mines in Thailand. 

Mr. Mranver. Mr. Lantaff, do you have any further questions of Mr. 
Bramble? 

Mr. Lantarr. Did Mr. Snell make any comment about the Embassy 
dispatch 877 ? 

Mr. Brame. Yes. I cannot give his exact comments, but I am try- 
ing to think of the right word to describe his attitude. He was resent- 
ful of the dispatch and thought that it was not a fair presentation of 
the subject. 
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Mr. Lanrarr. He, in general, termed it an unfair report? Did he 
specify as to how it was unfair? 

Mr. Bramete. Well, as I say, I think his whole comment reduced 
itself to the fact that it was unfair to expect him to go behind the report 
of another government, and he rested his case on that. 

Mr. Meaper. Mr. Bramble, I would like to ask you the question I 
asked Mr. Spengler as to the responsibility of and authority of an 
Embassy or an Ambassador in another country where we have some 
other Federal agencies operating ¢ 

What is your understanding of the relationship of the Ambassador 
to Thailand to the administration of these contracts? 

Did he have any real authority to give orders to Mr. Snell, for ex- 
ample, even though they related to matters which in the Ambassador’s 
opinion were matters of policy, or just what is the relationship between 
the Embassy and the Ambassador and the representatives of some 
other government agency operating in his country ¢ 

Mr. Bramste. I am afraid I am not qualified to state exactly what 
the relationships are in a circumstance of that kind. 

This question, though, has often been discussed in our Agency and 
for the purposes of the materials programs in other countries, I think 
we have very definite views on the problem, and that is this: We 
believe that all programs within a fuvblons country by the United 
States Government should be coordinated and be controlled by the 
Ambassador to that country; that he should be the top man, but that 
does not necessarily mean that he would determine the policy to be 
followed, but rather that he would determine the way in which that 
policy would be carried out in the country to which he was accredited. 
He would be in a position, of course, to protest, if the policy decided 
upon was injurious to the responsibilities that he was given. 

Mr. Meaper. In order that we can get down to specific cases, let us 
assume that what you have already said here is a matter of policy in 
that we do not want to dislocate regular commercial channels for the 
exportation of tungsten from Thailand to the United States and that 
that is a matter of policy, and let us say that the Ambassador to 
Thailand knew that was a matter of policy. Because of the complaints 
and the investigation conducted by the Embassy, it is very apparent 
that that policy was being violated by a dislocation of the market in 
Thailand because of the extent to which EPS was buying up tungsten 
and in a sense driving other commercial exporters out of business. 
Do you think under those circumstances that the Ambassador had any 
right to bring Mr. Snell, or whoever else it might be, in and say “Look, 
what is going on here; this is contrary to our policy in Thailand; we 
want it corrected.” . 

Now, would he have that much authority and responsibility, or 
should he have that much authority and responsibility in your judg- 
ment? 2 i a6 

Mr. Bramste. Well, I think without a doubt, no matter what was 
the basis for, or what the relationship between agencies might. be, 
that if a policy—that any officer of the United States Government 
or any agency of the United States Government was following—was 
causing trouble in another country, that the Ambassador did not only 
have a right, but it would be his duty to take up the question of cor- 


rection of that policy, either through that officer or with his superiors 
at home. 
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I am not qualified to pass on what authority he might have to direct 
anybody to do anything about it. Certainly, I think that the Am- 
bassador should not be kept ignorant; he should have access to all 
the information that was available to any official of the Government 
of the United States within the territory or country to which he is 
accredited—he should have access to all information about everything 
that person is doing and be in a position to correlate the activities 
of that person with all of the other policies of the Government. 

That does not necessarily mean he would be in a position to direct 
some representative of another agency to do any particular thing. He 
ought to be able, let us say, to issue an injunction or to stop some kind 
of activities which might injure the policy of the United States and 
then refer it back to Washington for clarification. 

Mr. Meaper. I believe Mr. Kennelly has some questions. 

Mr. Kennewiy. You said, Mr. Bramble, I believe, that after consul- 
tation with your political desk it was decided that the State Depart- 
ment did not object to cancellation of these contracts, if the violations 
were serious enough, following an intensive investigation / 

Mr. BraMste. That is right. 

Mr. Kenne.iy. That investigation has now been made, not by EPS 
but by the Department of State. Has the Department of State now 
taken any position as to whether or not those contracts should be 
canceled § 

Mr. Bramsie. Well, our position was, as to whether they should 
or should not be canceled, that was a question for EPS to decide. Our 
position now would be that we would have no objection if EPS wanted 
to cancel the contracts. 

Mr. Kennewtry. Has that decision been officially communicated to 
EPS, which, as I understand it, is now pondering the question of 
whether to cancel them or not ¢ 

Mr. Brampie. They have not told us whether or not they propose 
to cancel the contracts. When they do, then they will get an answer 
on the subject. They already know, after an investigation was made 
and the evidence was there, that we would have no objection to can- 
celing them. If they propose to cancel them, we will give them an 
answer as to whether we think the evidence is sufficient. 

Mr. Kenneiiy. But has the State Department taken the position— 
it has taken no position with regard to whether or not the evidence 
is sufficient ? 

Mr. Brampie. We have not expressed it, except right now as I have 
expressed it to you. 

Mr. Mraper. Does that leave us in the position that the State Depart- 
ment must pass upon whether there were violations of these contracts 
or not ¢ 

Mr. Bramesir. No; as I said before, the State Department is ad- 
visory to the EPS. The EPS could, if it wished, cancel these con- 
tracts without our consent. We have no way to stop them, and would 
not try, but the agencies of the Government have learned to work 
together, and I rather expect that the Emergency Procurement Serv- 
ice would not take any action in this field without first consulting 
us, and we would then give them advice on the subject. If we felt 
strongly about it, and they were determined to operate in a manner 
to which we objected, we would simply have to take it to higher 
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authority. I doubt very much that that would arise. It has not arisen 
in any case that I can remember since I have been working with them. 

Mr. Mraper. Now, suppose you are convinced in the State De- 
partment that there is now adequate evidence of violation of these 
contracts and that under all the circumstances it is in the interest of 
the United States that these contracts be canceled. Let us assume that 
EPS takes the contrary position. What is your remedy: To go to the 
President ? 

Mr. Bramece. Unless there were something that was reflecting on 
the United States, to the extent that we thought it was injuring the 
United States to continue the contract—that is, injuring our relations 
with other governments—we would not take a positive action like 
that. We are not the judges of all the United States interests in- 
volved in this affair. It may be, and could be, a decision by other 
agencies that have the responsibility for this type of decision that the 
need for tungsten is so great they have to overlook the violations. 
That decision has not been made. 

I am just using that as a hypothetical case 

No. Other agencies responsible for these materials programs will 
have to decide how important the materials are. Our advice would 
have to do simply with relations with another government, and these 
agencies, and with this country. 

Mr. Mpaper. Mr. Bramble, we now have no EPS representative in 
Bangkok and for a time the Embassy mission was policing these con- 
tracts. 

Mr. Brambsie. That is right, sir. 

Mr. Meaper. Could you discuss the feasibility of having a regular 
procedure where the volume of business is not too great of having 
somebody in the Embassy police actions of this character ? 

Mr. Brampie. Well, it depends upon the circumstances, sir. You 
have proposed a condition in which the volume of business is not too 
great, in which case I think it could be arranged, and it is very often 
arranged that a consular officer or E mbassy officer will act as the 
agent of EPS, as it were. When the volume of business gets larger 
the load imposed is too great and you need a specialist of some kind to 
do that sort of work. It is just a question of in each individual cir- 
cumstance arranging the most efficient administration. 

Mr. Meaper. There is not anything basically wrong with the State 
Department or the foreign mission performing that service for an- 
other Government agency ¢ 

Mr. Bramsie. Yes. As a matter of fact, I want to point out very 
strongly here the terms “Embassy, the Foreign Service and the State 
Department” have been used interch: angeably sometimes in these dis- 
cussions. I know you members of the committee know better, but 
perhaps not everybody does. 

The Foreign Service is the Foreign Service of the United States 
and not of the State Department. As such the Foreign Service offi- 
cers in foreign countries are just as much the representatives of the 
Agriculture Department and the Commerce Department and of the 
United States C ongress as they are of the State Department. 

Mr. Mraper. Do you have anything further to contribute to this 
that we have not specifically asked you about, Mr. Bramble ? 

Mr. Brampxe. | cannot think of anything at the moment. I prob- 
ably will after I leave this chair. 
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Mr. Meaper. Are there any further questions from the committee? 
Tf not, we will excuse Mr. Bramble. 

Mr. Brametie. Thank you. 

Mr. Meaper. And ask Mr. Walsh to come forward. 

Mr. Walsh, I understand you asked to have the opportunity to 
make a wow statement to the committee on the matter of pricing 
policies. 


FURTHER STATEMENT OF ALOYSIUS JAMES WALSH, COMMIS- 
SIONER, EMERGENCY PROCUREMENT SERVICE, GENERAL 
SERVICES ADMINISTRATION 


Mr. Watsu. Yes, sir. I should like to. I should like to proceed 
by a little background. That is this: The material arriving for the 
stockpile comes through various channels. One, we get surplus from 
the military or any other Government facility having surplus ma- 
terial. That comes in without charge. We pay only transportation. 

Then we also get that material which is generated through ECA- 
MSA counterpart funds. That is paid for in the currency of the 
country and on those materials we usually pay ocean freight only. 

Then there is material that is acquired through barter by the 
Department of Agriculture, wherein they barter surplus grains for 
materials. On those we must reimburse the Department of Agricul- 
ture at a price which is agreed upon between ourselves and the 
Department of Agriculture as a fair price. That price is usually 
somewhat below the market. 

Then there are the open market purchases, or the purchases wherein 
we go out and contract in the market for those materials. Under 
those open market purchases we have strived to stay either below the 
market or at the market. We have in some cases been able to get 
material below the market. On those commodities where we are 
able to stay at the market, in some cases—not in all—we have injected 
a floor price and a ceiling price. We would pay the floor price if the 
market fell below a certain level. If the market went beyond a certain 
level, we would pay the ceiling price. 

We have gained in those types of contracts. The market has gone 
beyond the ceiling. It did for a short period of time go below the 
floor, but only a short period of time. It went beyond the ceiling for 
a period in excess of a year, in which we benefited by it. 

We have made some very successful contracts; long term at a fixed 
price which is considerably below the market. 

In other commodities we have actually fixed the market price. 
Where the amount we were buying was large enough to be an influence 
on the market we have set the price which we would pay and that 
price has always been below the market. We have been able to get 
the material at that market price when they would meet the price 
we set, and we were successful in getting it. That was particularly 
true on rubber. When we became the exclusive buyer of rubber for 
the United States the price was 82 and 83 cents. We set a price of 
65 cents. It was quite a period of time before we got rubber, but 
we got it. Once we began to get it we began to reduce the price 
until we got it in the neighborhood of 32 cents. That was approxi- 
mately the time we ceased being a buyer of rubber. 
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We have another commodity now on which we are fixing the price. 
That is beryl. We fixed that at $46. The market is beginning to 
meet that price. It was $50 and $52 and in some cases $55. 

So we try to be as diligent as we can. I think we have in most cases 
been successful. 

I should say the only one commodity which may be open for discus- 
sion is the item of tungsten. Tungsten is a commodity that fluctuates 
very, very rapidly. For example, in 1948, late in 1948, we bought 
approximately 325,000 short ton units of tungsten for $14.10. Later 
on we entered into some domestic contracts—I think it was in the 
neighborhood of $23 or $24—to encourage domestic production. As 
the price of lie n began to go up we were ordered to terminate 
those contracts to permit the domestic producers to sell that tungsten 
into the domestic market at the going market prices. 

The price of tungsten was set by OPS at $65 per short-ton unit. 
These prices we have been speaking of are long-ton units. The price 
was set by OPS after consultation with various economists and other 
people interested in the raw materials in the hope that such a price 
would bring out production; long-term contracts would provide for 
the continuation of that production; and thereby forever eliminate 
the possibility of these spiraling prices of tungsten and the closing 
down of production when the demand fell off. 

The prices paid for this foreign tungsten were $65 a long-ton unit, 
which is somewhat less than the price of $65, and is less than the do- 
mestic tungsten program, which is $63 per short-ton unit for a total 
of 3 million short-ton units. 

Mr. Meaper. Does that complete the statement you desire to make 
about pricing cy Mr. Walsh? 

Mr. Watsu. Yes, si 

Mr. Meaper. Mr. W a? would like to ask you a few questions 
about the investigation made as a result of the embassy dispatch of 
May 11. 

Mr. Watsu. Yes, sir. 

Mr. Meaprr. Did you personally have any part to play in the con- 
duct of that investigation ? 

Mr. Wars. Mr. Wilder kept me informed as to the action he was 
taking. I read the cable of May 11 and I read in part Mr. Hoffnauer’s 
report. I did not read it completely. 

Mr. Meaper. You did what? 

Mr. Watsu. I did not read it completely. I read it in part. 

Mr. Meaper. Mr. Hoffnauer’s report? 

Mr. Watsn. Yes. 

Mr. Meaper. Now, the General Services Administration has a Com- 
pliance Division, does it? 

Mr. Watsu. Yes, sir; it does. 

Mr. Meaper. ‘There is not any specific investigative unit within the 
kXmergency Procurement Service; is there? 

Mr. Wastu. No, sir. 

Mr. Meaper. If you were to ask for investigative talent you would 
have access to the Compliance Division of the General Services Ad- 
ministration, would you not? 

Mr. Watsu. Yes, sir. 
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Mr. Meaper. Have there been requests made by the Emergency Pro- 
curement Service that the Compliance Section of GSA conduct inves- 
tigations of alleged violations of contracts? 

Mr. Watsu. Yes, sir; there have been. 

Mr. Meaper. Were those instances prior to the Thailand episode 
arising, May 11 of this year? 

Mr. Watsu. Yes, sir. 

Mr. Meaper. Why was the Compliance Division of GSA not re- 
quested to send an investigator in this instance 

Mr. Wausn. My reaction was that there was no evidence of fraud. 
It was principally a factfinding investigation that should be con- 
ducted. 

Mr. Meaper. Are not all investigations factfinding ? 

Mr. Watsu. I should say so; yes, sir. 

Mr. Meaper. Can you give me offhand a rough estimate of how 
many cases you have referred to the Compliance Division of GSA for 
investigation ¢ 

Mr. Watsu. I ‘vould say it is in excess of 200. 

Mr. Meaper. In excess of 200! 

Mr. Watsn. I would say so; yes, sir. They have a complete record 
on it. That would be my opinion, that it would be in excess of that. 

Mr. Meapver. You are speaking of stockpiling activities now ? 

Mr. Watsu. Yes, sir. 

Mr. Meaper. Why was that not the natural thing for you to have 
done in this instance ? 

Mr. Wausu. That I cannot specifically answer. I do not know why 
we did not go to them. 

Mr. Meaper. You have sat there, Mr. Walsh, and listened to the 
testimony, I believe, most all the time that these hearings have been 
going on, have you not ? 

Mr. Watsu. Yes, sir. 

Mr. Mraper. You probably heard the statement made, or the quota- 
tion of Mr. Hoffnauer’s statement to the people in the Embassy in 
Bangkok that he was not qualified to do an investigation of this kind ? 

Mr. Watsu. I have heard that statement; yes, sir. 

Mr. Meaper. Do you have any opinion from the testimony you 
have heard here whether or not Mr. Hoffnauer’s appraisal of his own 
ability is correct ? 

Mr. Wausu. I must admit I think his appraisal of his own ability 
was correct. 

Mr. Mraper. You say you have read his report, at least in part, 
on this investigation ? 

Mr. Watsu. Yes, sir. 

Mr. Meaper. And you have heard the account that was given here 
at some length about the manner in which he went about his investi- 
gation. I presume you have also read the reports of investigators from 
the Compliance Division of GSA on these other 200 cases of irregu- 
larities on stockpiling items ? 

Mr. Watsu. No, sir. A number of those were never referred to me. 
The request went directly from the operating people, and the report 
went to the operating people. 

Mr. Meaper. Have you seen any of them? 

Mr. Watsu. I have seen some of them; yes, sir. 
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Mr. Mraper. Would you care to express an opinion as to whether 
they were more complete or more thoroughgoing than Mr. Hoffnauer’s 
investigation and report / 

Mr. Watsu. Yes, sir; they were. 

Mr. Meaper. So far as you know there was nothing particular 
about the Thailand situation which required sending a man who was 
not a trained investigator, rather than to rely upon the investigation 
staff of the Compliance Division of GSA for inquiry ¢ 

Mr. Watsu. No, sir. 

Mr. Meaper. Had there been any other complaints of irregularities 
in stockpiling activities which had not been referred to the Compliance 
Division of GSA 4 

Mr. Watsu. I do not believe there are, sir. 

Mr. Meaper. So far as you know this is the only instance in which 
the Compliance Division was not requested to make the investigation ¢ 

Mr. Watsu. Was not specifically requested to make the investiga- 
tion. 

Mr. Meaper. In all other cases 

Mr. Watsn. They were. 

Mr. Mreaper. Coming to your attention the GSA Compliance Divi- 
sion was requested to mi: 1ake the invest igation / 

Mr. Wausu. That is correct. 

Mr. Meaper. Does that not strike you as being a little unusual, 
Mr. Walsh ¢ 

Mr. Watsu. As the thing develops, yes, it is unusual. It did not 
seem unusual at the time. 

Mr. Meaper. Do you have any questions, Mrs. St. George? 

Mrs. Srv. Grorce. I would like to ask Mr. Walsh one question. 
What does the tungsten which is brought from Thailand, for which 
the United States pays $65 a long ton, cost delivered in the United 
States when the duty is added to it, would you say? 

Mr. Warsu. The duty is $7.93 per short ton unit. 

Mrs. Sr. Grorce. That brings it up to about $72 

Mr. Watsu. About $74 per long ton unit or about $66 per short ton 
unit. 

Mrs. Sr. Grorce. There are probably a few extra charges, so it runs 
up to probably $75 per long ton unit. 

Mr. Watsu. $75 to $76 per long ton unit or $67 to $68 per short ton 
unit, I think would be a fair estimate. 

Mrs. Sr. Grorcr. How does that price compare to the domestic 
tungsten as sold in the United States at the present time? 

Mr. Watsn. The domestic regulation under which tungsten is 
being delivered to the Government calls for $63 a short ton unit. 

Mrs. Sr. GrorGe. Then the foreign tungsten is, you would say, safely, 
quite a little higher in price delivered when you add the duty to it 
and the other char ges; is that a correct statement ? 

Mr. Watsn. That is a correct statement. 

Mrs. Sv. Grorce. Thank you, Mr. Walsh. 

Mr. Meaper. Mr. Lantaff, do you have some questions? 

Mr. Lantarr. Mr. Walsh, have facts been presented at this hearing 
to enable you to arrive at any decision with reference to the contracts 
for tungsten in Thailand? 
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Mr. Wausu. A decision as to the future action to be taken on them? 

Mr. LantaFr. Yes, sir. 

Mr. Wausu. In my opinion; yes, sir. I feel they should be termi- 
nated. 

Mr. Lantarr. You feel they should be cancelled ¢ 

Mr. Watsu. Yes, sir. 

Mr. Lanrarr. Do you have the final say-so on that ? 

Mr. Watsu. No, sir. 

Mr. Lanvarr. That would depend on your coordination with the 
other agencies involved ¢ 

Mr. Warsu. With the other agencies. But that would be my recom- 
mendation. 

Mr. Lanrarr. So far then as we understand here it will be the posi- 
tion of EPS to cancel the contracts based on the violations which 
have been brought out in the testimony, and I understand State has 
taken the position they will not object to that. 

Mr. Wausn. That is as I understand it: yes, sir. 

Mr. Lanrarr. What other agencies would have to clear it ? 

Mr. Watsn. It would have to clear with the Office of Defense Mo- 
bilization, because it is under their program that these contracts are 
entered into, and we would have to clear with them; and, of course, 
our own legal department. 

Mr. Lanrarr. That is all. 

Mr. Mreaper. Mr. Walsh, I am not quite sure I completed that line 
of inquiry about the selection of Mr. Hoffnauer. Did you personally 
make the decision to select Mr. Hoffnauer to conduct this investiga- 
tion ? 

Mr. Warsu. Mr. Wilder discussed it with me. I really do not 
know whether I suggested Hoffnauer or whether he did, but I agreed 
to it. Of that I am sure. 

Mr. Meaper. Was there any discussion of referring it to the Com- 
pliance Division of GSA ¢ 

Mr. Watsu. Not at that time; no, sir. 

Mr. Meaper. Well, was there at any time after the May 11 dispatch 
came to your attention 4 

Mr. Watsu. Not that I recall, sir. 

Mr. Mraper. Do you recall Mr. Hoffnauer being nominated by any 
specific individual to conduct this investigation? From where did 
the suggestion come that he should undertake this investigation ? 

Mr. Watsu. As I say, I do not recall whether it was my idea or Mr. 
Wilder’s, but Mr. Wilder did discuss it with me, and I ‘agreed to it. 
Whether the idea originated with me or whether it originated with 
Mr. Wilder or someone else I do not know. I do not recall. 

Mr. Mraper. Mrs. St. George. 

Mrs. Sr. Grorce. Mr. Walsh, have you known Mr. Hoffnauer for 
some time ? 

Mr. Watsu. No, ma’am. I had never met him. 

Mrs. Sr. Grorce. Did you know him by reputation ? 

Mr. Waxsu. I knew him by reputation; yes. 

Mrs. Sr. Grorce. You felt he was a man very capable of under- 
taking such an investigation ? 

Mr. Wausu. Yes. One of the reasons why I was agreeable to it 
was that he is handling the contract for the output of the S Sang Dong 
mine out of Korea. 
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Mrs. Sr. Grorar. Oh, I see. 

Mr. Waxsu. He has personnel stationed up there in Korea for that 
pur gg ve they are responsible to him. 

Mrs. Grorcr. For that reason you felt he would be a capable 
ivemiaeiee ¢ 

Mr. Wausu. That is correct. 

Mrs. Sr. Grorer. Although he now says that he is not an investi- 
gator but an administrator. 

Mr. Watsu. That is correct. 

Mrs. Sr. Grorcre. You agree with that statement of his after seeing 
of his performance ¢ 

Mr. Wausu. After seeing his per formance | agree with that. 

Mr. Meapver. Mr. Walsh, do you have anything more you care to 
offer to the ¢ ommittee at this time ? 

Mr. Watsu. No, si 

Mr. Meaper. You might remain just a minute. I see Mr. Wilder 
is here. I would like to ask him a question about Mr. Hoffnauer’s 
selection. 


Would you come up, Mr. Wilder ? 


FURTHER STATEMENT OF TOM V. WILDER, DIRECTOR, MATERIALS 
RESEARCH AND ANALYSIS DIVISION, EMERGENCY PROCURE- 
MENT SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Wixper. Surely. 

Mr. Meapver. Mr. Wilder, you heard the line of questioning of Mr. 
Walsh about the selection of Mr. Hoffnauer to conduct this investi- 
gation. Bearing in mind that he said there had been some 200 investi- 
gations conducted by the General Services Administration, Compli- 
ance Division, and that this is the only instance he knows of where 
such an investigation was not conducted by the Compliance Division, 
have you anything to offer the committee as to the reason why Mr. 
Hoffnauer was selected to make this inquiry / 

Mr. Witper. I would really rather answer the question from docu- 
ments when I testify, but I can speak without them to some extent. 
That is, that when we asked the Tokyo office to look into 877, Mr. 
Hoffnauer did go to Singapore and to Bangkok and touch base with 
the Embassy, and he went back to Tokyo and we received a letter 
commenting on 877 from the Tokyo office. Now, there was nothing 
in that letter that would conclude, other than as far as hearsay evi- 
dence was concerned, that there might not be violations of the contract. 
There was nothing in the letter that would lead us to believe that if 
Mr. Hoffnauer were to return, say, that he would come up with any- 
thing less than the evidence to cancel the contract. 

In other words, I am saying the letter itself, although it was still 
based on nothing actually factual, any more than 877 was, should be 
acted on immediately. Do you get my reasoning on that 4 

Mr. Meaprer. If you are referring to what we have been calling the 
Hoffnauer investigation ; his stay in Bangkok between the 6th of Sep- 
tember and the 20th of September, and I believe his 2 or 3 communi- 

cations—I think the first one was dated October 6, and is only a 4-page 
document—— 

Mr. Witper. I would like to speak from the documents, but there 
was a letter from Morton’s office to us on 877 approximately 3 or 4 
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weeks after 877 was issued. Mr. Hoffnauer went on that. That is 
preliminary to the investigation. 

Mr. Meaper. You are not speaking of that? 

Mr. Witper. That is right. He was there once. The story we got 
was that as far as they knew there were grounds for cancellation. 

I should say that there have been violations of the contract, just as 
877 shows. 

Mr. Meaper. I am not sure I made my question very clear, Mr. 
Wilder. What I wanted to know was what went on here in Washing- 
ton after the May 11 despatch, or what you call 877, was brought to 
the attention of the Emergency Procurement Service, and it was 
agreed there should be an investigation? And I want to find out how 
it came about that Mr. Hoffnauer was selected to make that 
investigation. 

Mr. Witper. Well, I do not think it was particularly a matter of 
selective choice other than that the Tokyo office make the investiga- 
tion, and Mr. Hoffnauer had been there once. As a matter of practi- 
cality, he was sent back. 

Mr. Meaper. I gather from Mr. Walsh that this was not the first 
time that irregularities in the administration of these procurement 
contracts had been called to the attention of the Emergency Pocure- 
ment Service, and that on every other occasion when such irregulari- 
ties were charged they were referred to the Compliance Division of 
GSA for investigation. Is that your understanding of the practice 
of EPS in other cases ? 

Mr. Wivper. I would not know specifically because I would never 
have seen those items. 


FURTHER STATEMENT OF ALOYSIUS JAMES WALSH, COMMIS- 
SIONER, EMERGENCY PROCUREMENT SERVICE, GENERAL SERV- 
ICES ADMINISTRATION 


Mr. Wausn. May I speak to that, to try to clarify that, sir? 

Mr. Mraper. Yes, Mr. Walsh. 

Mr. Wausu. Because Mr. Wilder would not necessarily see those 
documents. 

There is a Compliance Division established in our London office 
which is part of the Compliance Division. That is the only entity of 
the Compliance Division outside the United States. The London office 
can utilize, and does utilize, the personnel of the Compliance Division 
in its operations over there. All the cases we have referred to the Com- 
pliance Division, I am sure, are cases involving suppliers in the United 
States; the London office having taken care of those in the European 
area. We had not heretofore, or have not now, to the best of my knowl- 
edge, referred any cases to the Compliance Division in areas other than 
the United States and the European area. 

Mr. Meaper. In other words, this was the first instance where any 
irregularities had occurred outside of the United States or the juris- 
diction of the London compliance office ? 

Mr. Watsn. That is correct. That is correct, 

Mr. Meaper. And you had referred no cases to the ¢ ‘ompliance Divi- 
sion here in Washington, the GSA Compliance Division, except those 
within the continental United States? 
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Mr. Watsu. And in Europe. We flow those through the Washing- 
ton office, which, in turn, went to London for the investigations. 

Mr. Meaper. Of course, I am a little bit struck with Mr. Wilder’s 
policy and planning title. Is that your title; or is it research ¢ 

Mr. Wiper. It is Materials Research and Analysis, sir. 

Mr. Meaper. Materials Research and Analysis. I just wondered, 
Mr. Walsh, how you happened to call on Mr. Wilder to handle this 
“hot potato” when he was a research man. 

Mr. Wausu. Sir, I have no assistant to fall back on. I have got to 
rely on someone. Mr. Wilder acts for me in my absence. Therefore, 
I gave it to Mr. Wilder to follow through on. 

Mr. Mraper. I believe we are to hear from you in executive session 
tomorrow morning, Mr. Wilder. 

Mr. Witper. Yes, sir. 

Mr. Mraper. Before we close this public record, is there anything 
further you care to tell the committee in the light of the testimony 
that has been developed, or otherwise / 

Mr. Witper. No. I think I will reserve that for the executive 
hearing. 

Mr. Mraper. Have we given you full opportunity to make any 
statement you care to, Mr. Walsh? 

Mr. Watsn. Yes, sir. 

Mr. Lantrarr. With reference to the line of questioning pursued by 
Congresswoman St. George, when this ore is brought into the United 
States under the Defense Production Act and is resold, how is the 
resale price arrived at? 

Mr. Watsn. The ores that were sold were sold during the period 
of time when OPS prices were in effect ; therefore, it was sold at the 
$65 price established by OPS. There has been none sold since price 
controls went off. 

Mr. Lanrarr. You could not very well sell this ore under the De- 
fense Production Act at anything more than the prevailing world 
price; could you? 

Mr. Watsn. No, sir; you could not. And, if you did attempt to 
sell any quantities, why, the world price would go down. 

(After informal discussion :) 

Mr. Meaper. I might ask just before we close the record are there 
any of those who have testified here during these hearings who would 

care to offer any additional information for the committee’s record ? 

Mr. Watsu. There is one point. I am sure the record reflects it, 
but our Chief Counsel says he did not hear it; so I would like again 
to restate it. That is that the cancellation of these contracts, if ac- 
complished, would have to be with the consent of our legal department. 

The other point I should like to make is this: I think it is woven 
through the testimony, but I do not recall its having been pointed up 
specifically, and it may be well to do so—that there are three tungsten 
programs. One is a stockpile program; one is a purchase for resale 
of foreign tungsten; and the other is a domestic purchase for resale 
of tungsten. So that there are three distinct programs. 

Mr. Meaper. All of which are under the responsibility of the Emer- 
gency Procurement Service ? 

Mr. Warsn. That is correct. 


Mr. Exuiorr. In response to your previous invitation—— 
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Mr. Mraper. Suppose you give us your name. 

Mr. Exxiorr. Max Elliott, General Counsel of the General Services 
Administration. 

I just wanted to add one thing with reference to the cancellation of 
the contracts. We have studied the record, and I have here with me 
the party who is Assistant General Counsel. He knows much more 
about it than I. We have heard the testimony this morning, and we 
still have to evaluate it, and we also told the attorneys for the con- 
tractors that they would have an opportunity to present any evidence 
which they might have to show that they have performed in accord- 
ance with the terms of the contracts. 

Also, we feel in the light of the State Department’s cables that the 
best and final evidence will be the royalty receipts, which ought to be 
checked. 

So I did want to let the record stand clear that I am not ready to 
make a legal recommendation to Mr. Walsh or the Administrator yet 
as to whether or not the contracts should or should not be canceled. 
because there would be no point in canceling them if we could not 
successfully defend a suit in the Court of Claims. 

Mr. Meapver. We are glad to have that statement. 

Mr. Mooney. I think I would like to present a chart tomorrow show- 
ing the price relation between the two points of the dates of con- 
tract—the date of negotiation and the date of actual delivery. I 
would like to present that chart tomorrow if I may. 

Mr. Mraper. I assume the committee would be glad to have that. 
information. However, I am not going to be here tomorrow morning. 
Mr. Brownson will be back in charge of the hearing, and that is a 
decisicn he will make. But you are invited, I understand, to be here 
at the executive session tomorrow. 

Mr. Mooney. I do not know. 

Mr. Meaper. I suggest you get in touch with counsel and perhaps 
he can arrange to have that information included in the record in some 
form if the committee thinks it is helpful. 

Mr. Mooney. Thank you. 

Mr. Meaper. The hearing will stand adjourned until tomorrow 
morning at 10 o’clock, when we will meet in executive session. 

(The subcommittee thereupon adjourned until tomorrow, Wednes- 
day, December 2, 1953, at 10 a. m.) 
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INVESTIGATION OF UNITED STATES GOVERNMENT 
CONTRACTS FOR THE PURCHASE OF TUNGSTEN IN 
THAILAND 


WEDNESDAY, DECEMBER 2, 1953 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. ¢ 

The subcommittee met at 10:30 a. m. in room 1302, New House 
Office Building, Hon. Charles B. Brownson (chairman of the sub- 
committee) presiding. 

Members present: Charles B. Brownson, subcommittee chairman ; 
Katharine St. George and Bill Lantaff. 

(Also present: Edward F. Kennelly, counsel; Arthur Perlman, 
staff investigator; John S. Leahy, Jr., congressional liaison officer, 
Department of State; Lester E. Edmond, P. 8S. A., Department of 
State; Harlan P. Bramble, Assistant Chief, Metals and Minerals 
Staff, Office of International Materials Policy, Department of State; 
Harlan P. Bramble, Assistant Chief, Metals and Minerals Staff, 
Office of International Materials Policy, Department of State; William 
F. Spengler, third secretary, American Embassy, Thailand; A. J. 
Walsh, Commissioner, Emergency Procurement Service, Washing- 
ton, D. C.; Tom V. Wilder, Director, Materials Research and Analysis 
Division, Emergency Procurement Service, Washington, D. C.; N. F. 
Fuller, liaison officer, Emergency Procurement Service ; L. W. Mooney, 
purchasing officer, Emergency Procurement Service; J. A. McMain, 
special agent, ¢ ‘omplis ince Division, General Services Administration ; 
and Byron kK. Harding, Assistant General Counsel, General Services 
Administration. ) 

Mr. Brownson. This session of the International Operations Sub- 
committee of the House Committee on Government Operations will 
come to order. 

At the outset I would like to ask Mr. Walsh if everyone here in the 
room during this executive session from the GSA would be con- 
sidered by his office as being authorized to be here, in the light of the 
testimony we are hearing. 

Mr. A. J. Watsu (Commissioner, Emergency Procurement Service, 
Washington, D.C.). Yes, sir. 

Mr. Brownson. Thank you. 

I would like to ask Mr. Leahy the same question, for the State 
Department. 

Mr. Joun S. Leany, Jr. (congressional liaison officer, Department 
of State). That is true, Mr. Chairman. 

Mr. Brownson. Thank you. 
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Since the representatives of the State Department, the GSA, the 
official reporter, the staff of the committee, which has top secret 
clearance, and the committee members are the only people in the 
room, we will proceed with the executive session. 

Mr. Wilder, will you take the stand please. 


FURTHER TESTIMONY OF TOM V. WILDER, DIRECTOR, MATERIALS 
RESEARCH AND ANALYSIS DIVISION, EMERGENCY PROCURE- 
MENT SERVICE, GENERAL SERVICES ADMINISTRATION 


Mr. Wivper. Yes, sir. 

Mr. Brownson. You have been sworn for the purposes of these 
hearings / 

Mr. Wivper. Yes, sir. 

Mr. Brownson. How would you prefer to proceed, Mr. Wilder? 
Do you have a prepared statement ¢ 

Mr. Witper. Well, I would like to give you a little background, 
moving into some of the questions that were raised in Mr. Walsh’s 
early testimony, to possibly correct some impressions the committee 
might have gotten. 

Mr. Brownson. All right, sir. Proceed on that basis. 

Mr. Witper. Then, following that section of it, I would like to 
move into our situation on 877 itself at the time it came out. 

Mr. Brownson. The reporter, of course, has received instructions 
that this will be regarded as classified testimony. 

Mr. Wivper. Yes, sir. 

Mr. Brownson. I would like to ask Mr. Wilder and any of the other 
witnesses who may testify in this executive hearing that in order to 
help us in handling this record if you do testify to anything that you 
believe is classified as “top secret” if you would try as far as possible 
to indicate that particular area of the testimony because that obviously 
will make quite a good deal of difference in the security handling of 
the documents concerned. 


STATEMENT OF JOHN S. LEAHY, JR., CONGRESSIONAL LIAISON 
OFFICER, DEPARTMENT OF STATE 


Mr. Leany. Mr. Chairman, could I make one very brief statement 
before Mr. Wilder begins? 

Mr. Brownson. Yes, Mr. Leahy. 

Mr. Leany. I think this might save time later on. 

Insofar as the State Department is concerned, we waive any classi- 
fication of material. Anything that comes through the mail is not 
encoded and there will be no problem. But we would not like to see 
an exact quote in the record because it would compromise encoding 
and they would have to change their code. In other words, anything 
that goes out of Bangkok over the wires is encoded and comes over 
commercial, so if someone should have a decoded version they could 
go back to the commercial office in Bangkok on a certain date and 
find a thing of approximately the same length in transmission and put 
them side by side and conceivably break the code. 

Mr. Brownson. Mr. Lantaff, our intelligence expert, has a sug- 
gestion. 
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Mr. Lanrarr. Whenever you reach a cable you could go off the 
record, just identifying the cable and its classification. Then we 
will ask the witness to get together with State, if it is a. State-origin 
cable, and submit us a paraphrase of it for the record. 

Mr. Leany. That could be done; and I would suggest that the 
original be turned over to the committee to read while the paraphrase 
is being read into the record, to make sure it is accurate. 

Mr. Brownson. What we were going to suggest is essentially the 
same idea as that suggested by Mr. Lantaff. Rather than prepare a 
hurried paraphrase, let the witness go off the record, read the actual 
cable, since all personnel in this room have been cleared, and then get 
together with your people to supply a paraphrase which is acceptable 
to him as representing his viewpoint. 

Mr. Leany. That would be fine, Mr. Chairman. 

Mr. Brownson. And which will represent a studied preparation 
of a paraphrase rather than an attempt to paraphrase hurriedly, which 
can sometimes result in a variable message. 

Whenever they quote a cable, Mr. Reporter, do not take it down 
even from the standpoint of taking down the number and the date. 

Mr. Leahy, would it be all right to put the number and the date in 
this record ¢ 

Mr. Leany. I think the date would be all right, but the date and 
the number come over. 

Mr. Brownson. Do you not put that stuff down in the body of your 
cables, like we used to do during the war, so that they cannot pick it 
out easily ¢ 

Mr. Leany. Not in these, because of the commercial transmission 
facilities. 

Mr. Lanvarr. The only reason he will need to know it is for the 
purpose of identifying it at a later date. 

Mr. Leauy. That will be all right, if the number is not accompanied 
by a literal decoded version. 

Mr. Lan'rarr. Just for the purpose of identification. 

Mr. Brownson. It must be perfectly obvious where we are interested 
in this procedure that cable No. 834 will follow cable No. 833 anyway. 

Mr. Lanvarr. They can take the number out when they get the 
paraphrase in. ‘That will show it. 

Mr. Brownson. Well, then, will the witness proceed, please. 


FURTHER TESTIMONY OF TOM V. WILDER, DIRECTOR, MATERIALS 
RESEARCH AND ANALYSIS DIVISION, EMERGENCY PROCURE- 
MENT SERVICES, GENERAL SERVICES ADMINISTRATION 


Mr. Witper. Yes. 

I would like to present to the committee the general background of 
the situation which EPS was in approximately at the time, or pre- 
vious or shortly after initiation of negotiation on the Mae Lama conr- 
tract. 

Mr. Brownson. May I suggest, Mr. Wilder, that it might be help- 
ful to the context of the hearing if you would again repeat -your of- 
ficial position and your bac kground so that it will be included with this 
classified part of the hearing, rather than just the other part. 
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Mr. Wiper. My name is Tom V. Wilder. I am Director of the Ma- 
terials Research and Analysis Division of the Emergency Procure- 
ment Service. 

I graduated from Georgetown University in 1932 and subsequently 
worked for the Federal Government with the General Land Office 
of the Department of Interior until 1937, when I took postgraduate 
work in the School of en Resources at the University of Michi- 
gan, graduating in 1939. Since that time I have been employed with 
the Geological Survey the War Production Board, the Office of Price 
Administration, the L egislative Reference Service of the Library of 
Congress, the Bureau of Federal Supply, the Treasury Department, 
the Hoover Commission, and the Committee for Natural Resources, 
and subsequently 5 years with the Emergency Procurement Service on 
stockpile activities. 

I would like to present the overall situation or background in which 
the Emergancy Procurement Service found itself at the start of the 
Korean war and subsequent months. It has been procuring materials 
for the stockpile since enactment of the Stockpiling Act in 1946 under 
the limitations and hazards of reconversion and through the eco- 
nomic recession, I believe, of early 1949. Inventories of some vital 
materials were extremely low, and with the advent of the Korean 
war the problems of the Service were compounded. 

As this country accelerated its war inspired production and ex- 
pansion the sup yply of vital raw materials became increasingly scarce. 
The stockpile became increasingly a competitor for the same raw ma- 
terials required by defense and defense-supporting industries. In 
some instances the industrial requirements pyramided and stockpile 
objectives were also substantially increased. 

One of the most critical items of all was tungsten. Requirements 
exceeded available supply, and the stockpile inventory was meager in 
terms of a substantially increased objective. As Mr. Walsh in his 
statement has indicated, the Munitions Board was literally dumping 
a tremendously increased burden of procurement responsibility upon 
the Emergency Procurement Service, with price no object, particular- 
ly for materials located in the Far East, primarily rubber, which 
might be cut off by the expansion of war. 

The Emergency Procurement Service became the sole buyer of 
rubber imported into the United States and in effect the major buyer 
of foreign tungsten for such length of time as the world price ex- 
ceeded the established ceiling price. Tungsten became an item of 
international concern in the free world and was one of the commod- 
ities with which the International Materials Conference here in 
Washington concerned itself. 

Through this medium it was agreed that a world price no higher 
than $65 should prevail for tungsten procured on short-term or spot- 
delivery basis. Tungsten was under IMC allocation from the third 
quarter of 1951 through the fourth quarter of 1952 

The United States Government set up a Vital Materials Coordi- 
nating Committee under Mr. Stuart Symington, then Chairman of 
the NSRB, which later became the Defense Materials Operating 
Committee. These committees determined the amounts of vital ma- 
terials which the Emergency Procurement Service was to acquire for 
the stockpile in specific periods of time. These amounts were direc- 
tives which the Government expected the Emergency Procurement 
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Service to meet, and we were placed under tremendous pressure to 
meet these directives. 

Later under the Defense Production Act the Emergency Procure- 
ment Service was directed to undertake a purchase and resale pro- 
gram for tungsten. The minutes of the early meetings of the Vital 
Materials Coordinating Committee as they apply to tungsten reflect 
the situation and provide the committee with the background and 
timing under which EPS was operating at the time of entering the 
Mae Lama contract and the subsequent year and a half. 

In early February 1951 the State Department and EPS was to re- 
port to the VMCC with regard to the possible expansion of purchas- 
ing activities in southeast Asia. 

In late February 1951: 

The NPA was requesting that tungsten be removed from the stock- 
pile to meet current rated orders for the next 6 weeks. 

In late March of 1951 the VMCC agreed that in some instances it 
Was necessary to arrange long-term procurement contracts at higher 
than $63 and the GSA was instructed to negotiate long-term contracts 
with all available foreign producers at prices necessary to obtain 
the material. 

In early May of 1951 it was announced that the President had ap- 
proved the release of metal tungsten powder from the stockpile. 

In mid-July of 1952 the Chairman of the Munitions Board and 
the Production Policy Committee urged continued accelerated im- 
portation of foreign tungsten. 

You will note that there was some question as to the propriety of 
the signing of the Pradit contract, which I believe was on July 18 
of that year, and that, of course, was a short-term contract. 

With these thoughts in mind, the committee can more readily 
evaluate and appreciate the record which I have here before me 
arranged in chronological date order covering the period of the 
deve lopment of the contract through the time of the signing of the 
amendment reducing the quantity deliverable under the contract. 
I would grealy appreciate it if the committee can see fit to make 
this complete documentary sequence a part of the record of this 
part of its hearing. It is the actual record as it unfolded. Look- 
ing at the development period of the contract from December 8, 
1950, through February 26, 1951, approximately 3 months, and the 
documents concerned you will find that the EPS, through its agent 
Mr. Putnam of the RFC, followed a process of bargaining in ettect- 
ing the contract price since the original asking price was about $68 
per short-ton unit in bond New York, whereas the price settled on 
in the contract was $59 a short-ton unit in bond New York. This 
is not reflected in 877 which, like any other document of its nature 
cannot reflect the considerations and interests of all of the parties 
concerned. 

While the intended purpose of the document is good, it reflects 
some distortion such as I was attempting to call to the attention of 
the committee the other day when the decision was made to go into 
executive session for security reasons. 

Mr. Brownson. Do you have additional copies of that chronology 
with you? 

Mr. Witper. All I have in this case as far as Mr. Walsh’s testimony 
is concerned are the documents in date order. I do not have a 
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chronology listing for them as I do for the document relating to 877. 

As I present the documents, I would like to give you excerpts from 
them. 

Mr. Brownson. The committee would like to have the complete 
documents included in the record. 

Mr. Wizper. That is right, in order that the committee will have 
the full record as events occurred. 

Mr. Brownson. I would like to ask unanimous consent that such 
documents as the witness has introduced, which are not already 
included in the record, be included in the record and labeled as 
exhibits 42A, 42B, 42C, 42D, and so forth for purposes of inclusion. 
Without objection, it is so ordered. 

Mr. Witper. On page 11 of 877, EPS, Washington, is stated to have 
replied. I had better refer to the document itself. It might be well 
for me to read the vital paragraphs at this point of 877 on pages 
10 and 11 and subsequently paraphrased for the record as follows: 


EXxHIsiT 42A 
Paraphrased from 877 

The EPS began efforts to secure tungsten in Thailand early in 1951. Appar- 
ently EPS initially wanteé to acquire maximum quantities of tungsten ore at 
fixed prices consistent with prevailing market prices at time of entering contracts, 
without making efforts to effect hard bargains with the contractors and without 
making efforts to enforce contract provisions. This situation is illustrated from 
the alacrity of contract negotiation in February of 1951 with Mae Lama Mining 
Co. and eagerness with which contract negotiations were carried out in 1951 
during March and April with Thai Wah Trading Co.—— 

Mr. Brownson. How much time was actually involved in those 
negotiations ? 

Mr. Wiper. The cables covering the development of the contract 
cover the period from December 8 through February 26. 

Mr. Brownson. In other words, a period of about 3 months? 

Mr. Wiper. That is right—the negotiations as such from the begin- 
ning of it through the completion of the contract. And when I intro- 
duce the documents, I think that will be apparent. 

Mr. Brownson. Since we are not looking at the documents, if you 
will refer to the period of time, it will help us in our consideration 
here today. 

Mr. Wixper. As I said previously, it was about 3 months [reading] : 
Continuation of paraphrasing from 877 


Both of these negotiations were on terms considered advantageous to the com- 
panies concerned. However, the contract with the Thai Wah Trading Co. was 
never concluded. 


I am just wondering, at this point, if the contract proposal was very 
favorable to the supplier, why it was not negotiated into a contract. 
| Reading]: 

Continuation of paraphrasing from 877 

This situation is further verified since EPS turned down an opportunity in 
May of 1951 to effect a cancellation of the contract with the Mae Lama Mining 
Co. when the opportunity presented itself through failure of the company in 
question to deliver the initial quantity required under the contract within the 
time limit specified in the contract. The following communication was sent to 
EPS: 

Paraphrased communication 

Bangkok tungsten price currently about $10 below contract price with Mae 

Lama. It is believed failure to make first delivery within time specified in 
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Mae Lama contract is technical grounds for cancellation provided your judgment 
eancellation justified. 


The reply from EPS Washington was as follows [reading]: 


EXHIBIT 42B 
Paraphrased reply as limited in 877 
EPS does not advise cancellation of contract if assured shipment of Mae Lama 
Mining Co. tonnage will be effected. 
Whereas theactual EPS reply was [reading] (see exhibit 42C, 
and subsequently paraphrased for the record as follows :) 
EXHIBIT 42C 
Secure new proposals for wolfram ore at lowest possible prices and transmit 
details. EPS does not advise cancellation of contract if assured shipment of 
Mae Lama Mining Co. tonnage will be effected. 
I might add that the message which Mr. Mooney drafted for trans- 


mittal—which was shortened for brevity in transmittal—would have 
expressed the Washington thinking more fully. It read: 


Exuinir 42D 


Suggest you endeavor obtain new offers at the lowest price possible. Do not 
recommend cancellation Mae Lama contract if we are assured that material will 
be shipped as such action may result in loss of material which is urgently 
required for defense needs. 

Mr. Lantarr. How did it happen that a different cable was sent 
out than was originally prepared ¢ 

Mr. Wixprr. I made the point it was shortened up for brevity. I 
would like to indicate the distortion in the briefing of the cable and 
leaving out part. 

Mr. Lanrarr. Who shortened it—somebody in the EPS Cable 
Section ? 

Mr. Wivper. That is right. In working it out and sending it out, 
that is the normal procedure. 

Mr. Brownson. They even do that with congressional cables. I 
had a case where they shortened one to where it was absolutely unin- 
telligible. 

Mr. Witper. The committee can see the distortion brought about 
through brevity on our part and from omission of part of the message 
from the contents of 877. 

Mr. Brownson. In other words, your point there is that even though 
they got the cable in abbreviated form in 877, they do not refer to 
all of that cable but only refer to the second clause? 

Mr. Wiiper. That is right; which lends credence to the case as 
State has presented it. 

Mr. Brownson. There were three versions they gave. The first 
was the long version that the author originally prepared; the second 
was the abbreviated version that was sent overseas and not all of the 
second verson was repeated by the State Department in 877 but only 
the second phrase in it. Is that correct 

Mr. Wiper. That is correct. And that second phrase that was 
deleted would indicate we were being prudent and we were interested 
in the lowest possible price. 
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Mr. Brownson. Now, just to get the thing clear in the minds of the 
committee today, will you read first the cable which was actually 
received in Bangkok ? 

Mr. Witper. Yes, sir. [ Reading: | 

Same as exhibit No. 42C, page —, paraphrased version: 

Secure new proposals for wolfram ore at lowest possible prices and transmit 
details. EPS does not advise cancellation of contract if assured shipment of 
Mae Lama Mining Co. tonnage will be effected. 

Mr. Brownson. How much of that cable did the Embassy include 
in their 877 message ¢ 

Mr. Wuivper (reading) : 

Paraphrased reply from 877. Same as exhibit 42B 

Emergency Procurement Service does not advise cancellation of contract if 
assured shipment of Mae Lama Mining Co. tonnage will be effected. 

Mr. Brownson. In other words, they left out your invitation to seek 
lower bids ¢ 

Mr. Wixper. Well, I would not state that that is the case with re- 
spect to the Mae Lama contract. They did leave out that we were 
interesetd in new offers and at the lowest price possible and imply 
extravagant expenditure on our part. 

Mr. Lanrarr. Do I gather from that that EPS had in mind dis- 
cussing this lack of delivery with Mae Lama and using the breach 
as a basis for revision of the contract downward ¢ 

Mr. Wiper. No. I think as originally drafted, before it was 
shortened, it would indicate we were very anxious that nothing should 
interfere with any material which was coming. The contract pro- 
vided for a minimum 10-ton delivery beginning before May 1. <Ac- 
tually there was 10 tons scheduled or in process to be shipped approxi- 
mately in the middle of the month as the case developed. So if we 
had cut the contract off at that point and gone into new negotiations, 
we might not have had a contract. In any event, 1am sure Mr. Walsh 
in making this determination had in mind the critical defense need 
for material at that time. The United States was literally scraping 
the barrel for tungsten and was desiring that anything available be 
shipped. 

Mr. Lanvarr. In any case, would EPS have prevented negotiating 
the price downward in view of their breach of the contract ? 

Mr. Wixper. I would not think so, in view of this cable to Bangkok. 

Mr. Brownson. Mr. Spengler is asking to volunteer some informa- 
tion at this point. : 

Mr. Lanrarr. And the world price at that time was still above the 
contract price in May of 1951? 

Mr. Wiper. I believe so. I believe the record would show Mr. 
Putnam, or representative in tthe RFC, thought the world price, 
New York, was about $65 a short ton unit at that time. 

Mr. Lantarr. If the world price was above our contract price, and 
they were assured of a 10-ton delivery within a few days, there would 
be little gained by renegotiation unless the world price was under the 
contract price 4 

Mr. Wixper. Let me go back. At the time the contract was 
signed 

Mr. Lantarr. I am not talking about the time the contract was 
signed; I am talking 
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Mr. Witper. I know what you are talking about. There is a prior 
Bangkok cable from which I think I should read. 

[ Reading, paraphrased :] 

In February 1951 prior to the signing of the contract we were advised that 
the local Bangkok price was the equivalent of $65 per short ton unit in bond 
New York and that agreement much below the $65 price was unlikely in view 
of the fact that Mae Lama’s original asking price was $3 above the local market. 

Mr. Lanrarr. If the price of wolfram was $10 lower at the time of 
the breach and the time this cable was received, why did not EPS’s 
field representative attempt to renegotiate the contract downward, 
say, $5; or, as an alternative, to buy wolfram on the open market at the 
new price ? 

Mr. Wiper. It had taken a rather long time to develop this contract 
with Mae Lama. There had been concessions on both sides. 

Mr. Lanrarr. But you had a contract you had negotiated with 
them calling for a spot purchase. 

Mr. Wivper. That was at a later date, with another concern, a 
substantially later date. 

Mr. Lanvrarr. I still cannot see why some effort was not made to 
obtain a report back from the EPS representative in the field in 
response to the telegram if the world price of tungsten was lower 
than the contract price at the time that developed. 

Mr. Wiper. I think you misunderstand me. I think you are relat- 
ing the contract to the omitted statement to obtaining new sources at 
the lowest price possible and advise details. That is new offers for 
tungsten other than this contract. 

Mr. Lanrarr. Why could not you go to the Mae Lama mines and 
say, “Look, you fe llows are already in default on this contract, and we 
are going to have to cancel”? 

Mr. Winer. That could have been done, and you might have ob- 
tained it at that price or better. 

Mr. Lanrarr. All right. They were in default. You could cancel 
the contract with them to deliver at $65. Why would not it have been 
good purchasing to present them with that situation and say “Now, we 
want to negotiate this price downward to $60 a ton, because we can 
buy for even less than that a ton.” Why was not some attempt made 
at that point by EPS’s field representative to confront them with their 
default on the contract, just as you had cabled out there to him, and 
see if he could not negotiate with Mae Lama for a downward revision 
of the price because of their default ? 

Mr. Wixper. All I can say is if we opened up the contract, which 
was a 3-year contract, we would have had to renegotiate a complete 
contract. 

Mr. Brownson. All you would have had to do was to change two 
lines in the contract. You have a contract here which you say you 
amended time and time again to carry out some other things. 

Mr. Lanrarr. Did your EPS field representative write back the 
details in response to that wire to report back to you what he had 
done with reference to that wire ? 

Mr. Witper. No. This is an instruction to him. 

Mr. Lanrarr. Now, you asked him to report the details back; did 
you not? At least, the original draft of it contemplated a report 
would come back? 

45437—54——_22 
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Mr. Wiper. No; I do not think so. 

Mr. Lanrarr. Read the first sentence. 

Mr. Wivper. Obtain new offers at lowest price possible. 

Mr. Lanrarr. No. The sentence before that that was deleted by 
them in the cable which was amended in EPS. 

Mr. Wiper. Suggest you endeavor to obtain new offers at lowest 
price possible. 

Mr. Lanvarr. There is nothing in there about reporting back the 
details ? 

Mr. Witper. No. That was in the cable that went, to report the 
details. 

Mr. Lanrarr. Did he report it, then? What details did he report 
back ? 

Mrs. Sr. Georce. Would you mind reading back the cable received 
in Bangkok ? 

Mr. Wiper. Yes. [Reading paragraphed exhibit No. 42-C:] 

Secure new proposals for wolfram ore at lowest possible prices and transmit 
details. EPS does not advise cancellation of contract if assured shipment of 
Mae Lama Mining Co. tonnage will be effected. 

Mr. Lantarr. Now, what did he advise you he did upon the receipt 
of that cable? 

Mr. Witper. I could check the sequence here and see what the cable 
might be. 

Mr. Brownson. While you are checking that, Mr. Walsh has a 
point he wants to make. 

You have been sworn; have you not? 

Mr. Wausu. Yes, sir. 

Mr. Brownson. Proceed. 

Mr. Watsn. I have here a schedule of prices of tungsten which 
shows the world market price in long-ton units taken from the Amer- 
ican Metal Market, the Engineer and Mining Journal, and the Lon- 
don Metal Bulletin, and at this particular period of time—I think 
May 1951—those prices reached a level of about $73 a long-ton unit. 

Mr. Brownson. Now, the other prices that were just ‘quoted were 
in short-ton units. Do you have the conversion factor you could ap- 
ply to the long ton to secure the short-ton price ? 

Mr. Watsu. About 12 percent less, approximately. 

Mr. Brownson. The short-ton unit is 12 percent less than the long- 
ton unit? 

Mr. Watsu. Yes. My point is that the statement was made 
the price had fallen about $10. It is true the price had fallen about 
$10 from previous prices, which was in the neighborhood of $82 to 
S83. It had fallen to $73 and then again rose to about $81 at that 
period of time. It was in excess of $80 in June and July of 1951. 

Mr. Brownson. When was it you signed the Mae Lama contract? 

Mr. Watsu. It was in February, and the price quoted from these 
publications in February was between $82 and $83. 

I should like to give this to the committee if you wish. 

Mr. Brownson. I will ask that that be included in the record at 
this point and labeled as exhibit 48. 
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(Exhibit 48 is as follows :) 


EXxHIsIT 43 
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Mr. Lanvrarr. I think you obtained an erroneous impression from 
Mr. Wilder, that on the date of this cable from the field re presenta- 
tive the world price was under the contract price; so a revision of 
the contract would have been to our advantage. 

Mr. Wirper. No. This local wolfram price I mentioned as being 
$10 lower was not the world price. 

Mr. Lanvrarr. What do you mean by “local wolfram price”—local 
where ¢ 

Mr. Wiper. In Bangkok. That would be spot delivery there. 

Mr. Lanrarr. In other words, you could have purchased wolfram 
ore in Bangkok in May of 1951 for $55 a long ton ? 

Mr. Brownson. No; a short-ton unit. 

Mr. Lanrarr. No. He said $10 less. 

Mr. Wivper. The point I am trying to make is that we requested 
our Bangkok representative to try and get new additional offers of 
wolfram at the lowest possible price and advise details. 

Mr. Brownson. That is why we are interested as to what your man 
in the field answered to that request. 

Mr. Wivper. Apparently there were no new developments of new 
offers that he could pick up. 

Mr. Lanrarr. He did not answer that at all; did he? 

Mr. Wiper. I do not see anything in the record. 
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Mr. Brownson. So, of course, you are indulging in the same kind 
of deductions that the inspector indulged in when in the absence of 
details he took it for granted that was the situation: that is, inasmuch 
as he did not reply, therefore you say there must not have been any 
available. But that does not stand up, because the discussion seems not 
to establish that point. 

Mr. Wivper. Let us say there was a slight recession at that time. 

Mr. Brownson. Let us have the record show he did not reply to that 
cablegram asking him to give the details and to get new offers. 

You do not have any cable in your record, do you, that would show 
that the Bangkok office ever responded to the instructions which you 
cabled ? 

Mr. Witper. I would like to make sure. I do not have it here in my 
sequen c ot correspondence. 

Mr. Brownson. Will you make sure and supply us with a positive 
statement one way or the other for the record as to whether there was 
a reply and, if so, what it was? 

Mr. Wivper. All right. 

Mr. Brownson. We will appreciate it if you will supply us with a 
written statement as to whether there was or was not a reply to the 
directive which you sent out and, if there was a reply, what the nature 
of the reply was. 

Mr. Wivper. I will be glad to. 


GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., January 26, 1954. 
Mr. Epwarp C, KENNELLY, 
Counsel, International Operations Subcommittee, 
Committee on Government Operations, 
Old House Office Building, Washington 25, D. C. 

DeAR Mr. KENNELLY: Reference is made to pages 31 and 32 of volume 1 of 
the executive session of the hearings before the Committee on Government 
Operations, Subcommittee on International Operations, wherein the subcom- 
mittee chairman requested a written statement as to whether or not there was 
a reply to the cable from the Emergency Procurement Service, Washington, 
to Putnam, noted in the hearings as exhibit No. 46—-B. 

I have checked our correspondence records and find no specific direct reply 
from Mr. Putnam immediately following the transmittal of our May 11 instruc- 
tion to Mr. Putnam. The drop in price reflected in Mr. Putnam’s prior com- 
munication was transitory, and world market tungsten prices climbed precipi 
tously from mid-May through June, as indicated in the attached chart, which 
is noted as exhibit No. 47 in the record of the hearings for December 2, 1953. 

The first communication received from Mr. Putnam subsequent to our request 
that he submit details on new offers which advised of any detail of a specific 
additional negotiation appears in our records as being the end of October 1951. 
At this time he cabled, in effect, to the Emergency Procurement Service, Wash- 
ington, stating that during negotiations with producers for wolfram, a contract 
basically similar to Mae Lama was envisioned but that the producers wanted 
a large provisional payment covered by a bank guaranty; further, that the 
local bank named was the Laem Thong Bank, with the Manufacturers Trust and 
Chase National Bank, New York, given as the local bank’s United States corre- 
spondent. Mr. Putnam also strongly recommended such a procedure, provided 
a satisfactory guaranty could be established, and requested advice as to our 
requirements in this matter. 

In a cable reply to Mr. Putnam’s communication, the Emergency Procurement 
Service, Washington, stated that the International Materials Conference had 
brought about a modification in the price basis for long-term contracts, and, conse 
quently, the Emergency Procurement Service could not consider new contracts 
at the same price as Mae Lama and that a letter followed (dated November 6, 
1951). A copy of the November 6 letter is attached for the record in this matter. 

During the period from mid-May to the end of October, the Emergency Pro- 
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curment Service was informed through cables from the Embassy and the 
Economic Cooperation Administration Mission in Bangkok to Washington, copies 
of which were supplied to us, that Mr, Putnam was receiving offers from wolfram 
suppliers usually on a long-term fixed-price basis. However, since suppliers 
were insisting on cash advances prior to delivery, a condition our representative, 
Mr. Putnam of the Reconstruction Finance Corporation, was not authorized to 
accept, no specific details of further offers were apparently relayed to the Emer- 
gency Procurement Service, Washington, for decision prior to the end of October 
1951. 
Very truly yours, 
T. V. WILDER, 
Director, Materials Research and Analysis Division. 


NOVEMBER 6, 1951. 

Mr. LAWRENCE E. PuTNAM, 

In care of American Embassy, Bangkok, Thailand. 

Dear Mr. PutTNaM: Reference is made to your cable No. 985 of October 30, 
1951, and our cable reply thereto relative to requirements for negotiating 
wolfram contracts under terms similar to those included in the Mae Lama 
contract No. GS—OOP 474 (SCM). 

Since last January, when the Mae Lama contract was executed, prices of 
tungsten concentrate and conditions of purchase have changed numerous times 
and therefore any new contracts which are entered into would differ in the 
terms and conditions from those included in older contracts; we are noting below 
changes which must be considered : 

1. This Government is a party to the International Materials Conference 
agreement and must as a participating country abide by the terms of the agree- 
ment. In accordance with the intent of the agreement, this Service will not 
consider a price in excess of $65 per short ton unit f. 0. b. vessel at foreign port 
for material of a good commercial grade which is available for shipment within 2 
weeks 

2. If the material is of a quality lower than 65 percent WO; and contains over 
1.50 percent Sn and/or 0.25 As, then the price would be reduced according to the 
quality. 

3. If the material is not available for shipment within 2 weeks, then the price 
of $65 may not be paid for such material. 

4. If the material is offered over a period of 6 months, 1 year, or more, the 
price for a 6 months or 1-year contract may be about $62. 

If a 2-year contract, the second year would be 1 to 2 dollars lower than the 
first year and delivery after the second year would be about $5 lower than the 
price paid during the second year. 

5. This Service has awarded about 12 contracts to American firms since June 
1, 1951, for the purchase of tungsten concentrate produced in and shipped from 
Thailand and when such contract terms provided for a partial payment, the 
partial payment was either 75 or 80 percent of the value of the shipment. In 
view of the fact that partial payments of 8O percent have been accepted by the 
suppliers in the past, this Service is of the opinion that such a limit should be 
continued. 

This Service asks that you continue your efforts to obtain tungsten 
concentrate for the Government, keeping in mind the information given above. 
If you are able to obtain an option for any spot-delivery material which is 
available for shipment within 2 weeks and the quality meets the requirements 
stated above, please cable details for our prompt decision. Any offer you may 
receive which involves deliveries over an extended period should be cabled in 
detail for consideration. 

We would like at this time to inquire as to the status of contracts No. GS-OOP- 
859, 860, and 861 (SCM) (Thai Wah Trading Co.) referred to in your cable No. 
1465 dated March 22, 1951, and our letter April 13, 1951. 

Your personal interest in securing tungsten concentrate for the Government 
is appreciated and we hope the foregoing is the information you desire and may 
he of guidance to you. ; 

Very truly yours, 
A. J. WALSH, Commissioner. 


Mr. Brownson. Now, Mr. Spengler, do you still wish to interpose 
the statement that was suggested to you? 
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Mr. Sprenauer. I only wanted to state for the record the Embassy’s 
explanation for having quoted in its dispatch only the second sentence 
of the telegram. Congressman Lantaff, however, seems to have caught 
the point I was going to make, namely, that these two sentences apply 
to different things. 

Mr. Wivper. That is right. That is what I did say 

Mr. Srencier. The first sentence applies to new offers; the second 
sentence applies to action on the Mae Lama contract, which was the 
only thing we were concerned with in that particular cable. 

Mr. Wixper. May I also say the thing I am trying to bring out is 
that we were interested in new offers at the lowest possible pr ice and 
not merely attempting to enter into contracts at any price, which I 
believe is inferred in exhibit 46. 

Mr. Lanvarr. Under the directive from the Munitions Board ? 

Mr. Witper. Yes. That was presented to show that we had an un- 
limited license to buy. I am trying to indicate we were trying to exer- 
cise some prudence, as th» record shows, in trying to get wolfram at the 
lowest possible price, and Mr. Putnam did have instructions to do that. 

Mr. Lanvrarr. You were exercising prudence, but no one seemed to 
follow up on it to see if there was anything done about it anywhere 
down the line. I realize that hindsight is better than foresight in all 
contracts of this kind, and I do not want to take issue with you too 
much on the policy, but you seem to be making blank statements and 
issuing orders and no one anywhere followed up on them to see if the 
original intent of the contracts was being followed out. 

Mr. Brownson. The gentleman will notice that the witness said 
“some prudence.” 

Mr. Witper. What I am trying to express is that there are some 
distortions in 877. 

Mr. Brownson. Actually, this does not look like a distortion to me, 
after we have spent half an hour on this point, because 877 deals with 
the Mae-Lama contract only and the only part of your telegram of 
instructions that dealt with the Mae Lama contract was the second 
sentence and the second sentence was not referred to in the cable and, 
as far as the first sentence is concerned, that might as well have been 
deleted from the cable, too, because nobody did anything about it. 

Mr. Lanrarr. I think there was some distortion, too, in the use of 
the word “prudence.” 

Mr. Brownson. That is a policy statement. 

Mr. Witper. May I develop some of the correspondence that would 
indicate there was some prudence and we did something about it ? 

Mr. Brownson. You may introduce for the purposes of the record 
the date and any other identifying matter you have. Then we will 
go off the record as far as any actual quotations from cables are con- 
cerned, and you will supply the committee with a transcript later on 
that meets both your and the State Department’s approval. 

Mr. Wiper. O. K. This document is dated early December 1950. 
It reads: 

Exuisir 44 


Paraphrased version of exhibit 44 

The operator of the largest wolfram mine in Thailand desires to market mine’s 
full year output to any buyer. Production for 1951 is estimated at 325 tons. 
We have been informed by citizen of United States that operator of this mine 
offered the mine’s 1951 production to him. Please advise at early date whether 
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Government is interested in securing the output of this mine. If United States 
Government interested because of increasing need for strategic materials, sug- 
gest possibility that RFC purchasing agent here be authorized to purchase avail 
able tungsten in conjunction with normal program for the purchase of tin ore. 

Mr. Brownson. Who sent that wire ? 

Mr. Wixper. That was sent from the Embassy. 

Mr. Brownson. In other words, the Embassy is on the ball here. 
Some United States citizen has come in and suggested he had been 
offered this ore, and they are letting you know about it? 

Mr. Wivper. That is right. They are suggesting the possibility of 
authorizing the RFC agent in Bangkok to purchase available wolfram. 
Following through on this suggestion, the reply states—— 

Mr. Lantarr. What was the date of the reply ¢ 

Mr. Wuwper. The next day. (Reading:) 


Exuisit 45 


Paraphrased version of exhibit 45 

Government interested in purchasing Thailand tungsten ore. In accord with 
your suggestion Government plans to follow through on details at early date with 
agent of RFC. 

Mr. Brownson. When we put the date in, then we will go off the 
record until we have security clearance between State and GSA. 

Mr. Wivper. I think the question of instructions to Mr. Putnam 
was raised at one point, either at this time or at some previous time 
in the hearing, and I have here the instruction which was put out and 
sent to Mr. Putnam on January 19. 

Mr. Lantarr. Do you have those instruction in writing there / 

Mr. Wiper. Yes, sir. 

Mr. Lanrarr. What is the nature of those instructions ? 

Mr. Wuper. The letter to Mr. Putnam designated him as represent- 
ative of EPS for the purposes of trying to negotiate specific terms 
and conditions to be incorporated into the contract 474 set forth below, 
and within the framework of that it gives him the framework to work 
on as to quantity and as to price. 

Mr. Lantrarr. What were those? 

Mr. Witper. Would you like me to read it? 

Mr. Lanrarr. Cannot you just summarize it for us and let us see 
if it is important enough to go in the record ? 

Mr. Wivper. Yes. “Quantity: Any quantity of concentrate avail- 
able up to and including a period of 3 years.” 

Mr. Brownson. I ask unanimous consent that the communication 
referred to be included in the record at this point as exhibit 46. With- 
out objection, it is so ordered. 

(Exhibit 46 is as follows:) 


EXHIBIT 46 
JANUARY 19, 1951. 
Mr. LAWRENCE E. PUTNAM, 
Special Representative, Reconstruction Finance Corporation, 
American Embassy, Bangkok, Thailand. 

Deas Mr. PutTNAM: You are hereby designated a representative of the Emer- 
gency Procurement Service, General Services Administration, for the purpose 
of and with authority to negotiate specific terms and conditions to be incorporated 
into contract GS-OOP-474 (SCM) as are set forth below. All other terms or 
conditions stated in (he contract may not be deleted, modified, or changed without 
specific approval or authority to make such deletion, modification, or change. 
Accordingly, you are authorized to negotiate for: 
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1. Quantity.—Any quantity of tungsten concentrate available for delivery up 
to and including a period of 3 years from the date the contract is validated. 

In the event that you feel it desirable to negotiate a quantity for delivery over 
a period exceeding 3 years from the validation date, but not to exceed 5 years 
from said date, you may do so provided that the Government is offered a price 
differential in its favor, and further provided that any agreement resulting there- 
from be subject to approval by the Acting Commissioner, Emergency Procure- 
ment Service, General Services Administration, or his designee, before commit- 
ment. 

2. Price.—If the contract is for a period not to exceed 3 years, the best obtain- 
able price which in no event may be in excess of $60 per short-ton unit, WO, 
content, ¢c. i. f. North Atlantic port, United States. 

3. QUALITY.—Concentrate of not less than 65 percent WO, content, not more 
than 1.5 percent Sn, and not more than 0.25 percent As. 

Please note that the contract as written places upon you a heavy responsibility. 
Your approval cf the sampler-analyst to be employed by the contractor, the 
method of sampling used by the sampler-analyst, and the method of weight 
determination which will be required before any sampling, weighing, and analysis 
are performed all require the careful and considered exercise of your best judg- 
ment. Your approval of each weight certificate and each certificate of chemical 
analysis will be required before the contractor can be paid. In addition, you will 
have to arrange for necessary shipping space and prepare all shipping documents. 
Shipments shall be made on collect ocean bills of lading, and the Government will 
arrange payment therefor. 

It is desired that a cable be sent this Service, when each shipment is loaded 
aboard the ocean carrier, so that proper arrangements may be made to receive 
the material at the United States port. Shipments shall be consigned to the 
Emergency Procurement Service, General Services Administration, 250 Hudson 
Street, New York 13, N. Y. or such other consignee as may Jater be designated. 
The bank in Bangkok will be instructed as to the procedure for handling the 
ocean bills of lading and the other documents upon which it will make provisional 
partial payments to the contractor. Copies of all correspondence relative to such 
instructions will be sent to you. 

Please note that a number of blank spaces appear in the contract. These 
spaces are to be filled in by you after you have completed negotiations. The 
supplier is to execute all copies of the contract in the presence of the American 
Ambassador or his representative, and the fully executed and attested copies are 
to be returned to this Service. One fully executed copy (not the original) is to 
be given the supplier for its record. 

Your cooperation and that of the Reconstruction Finance Corporation in 
assisting the Emergency Procurement Service to obtain additional supplies of 
tungsten is greatly appreciated. 

Very truly yours, 
A. J. WALSH, Acting Commissioner. 

Mr. Lanrarr. What is the date? 

Mr. Wivper. January 19. 

Mr. Lantarr. What did the terms of the contract say with reference 
to the source and mine development and preclusive buying ? 

Mr. Wixper. It does not say anything that I know of about preclu- 
sive buying. 

Mr. Lanrarr. What does it say about the development of the mines 
and the expansion of the sources so that we would have a source of 
supply in the future of tungsten ¢ 

Mr. Wixper. I do not think it states that in this letter of instruc- 
tions. Mr. Putnam was here in Washington and this matter was dis- 
cussed. This was sent to him and he was here subsequent to that and 
he talked with our people and went over everything in detail. 

Mr. Lanrarr. What I cannot see is the thing you said was important 
in drawing these contracts was: (1) To get concentrates for stockpil- 
ing at the best price, and (2) to get them from certain sources so that 
we would build up in Thailand certain sources and even if we did have 
to pay a little higher price over the life of the contract that money 


would be used for the development of mines, and (3) the preclusive 
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buying thing, which none of us seems to understand too well what you 
meant by it. If those were the three underlying principles, why should 
not the man who was going to negotiate this contract be told that when 
he was given this directive which I refer to as the “terms” of the 
contract ¢ 

Mr. Wixper. As I said, he was here in Washington and any security 
information of that kind I am assuming would have been discussed 
with him. 

Mr. Lanrarr. That is just the kind of thing that leads to the 
drawing of sloppy contracts, just like the contract we have here. Now, 
the General Counsel says he does not know whether there are any 
violations or not, because he has not studied the contract. And if 
you give such indecisive directives to the man who is going to nego- 
tiate the contract, how in the world are you going to help having con- 
tracts drawn that we cannot figure out later what they mean or 
whether or not there has been any violation of them ? 

It occurs to me, Mr. Chairman, this is just another link in the 
chain showing what a sloppy handling of this whole thing there has 
been. 

Mr. Witper. May I speak to that point? 

Mr. Brownson. Yes. 

Mr. Wivper. Mr. Putnam was there on the ground, and he would 
know a great deal more about the situation, about the mines that 
would be subject to development or might not be subject to develop- 
ment, than we. 

Mr. Lanrarr. That is right. But he was not even told that in his 
directive to negotiate these contracts, that that was of interest to 
the United States to obtain future sources of supply. 

Mr. Wiper. I am sure that was discussed with him here when 
he was in Washington. He was here for a period of instruction. 

Mr. Lanrarr. But it is not in that letter. 

Mr. Wixper. It is not in this letter; no, 

Mr. Brownson. As a matter of fact, is not this the contract on 
which Mr. Putnam was called back to the United States to confer 
with Mr. Walsh? 

Mr. Wixper. That is correct. 

Mr. Brownson. When he came all the way back to the United 
States to confer with Mr. Walsh, the contract he was given here 
was just a blank contract with Mr. Walsh’s signature. When he was 
on here for consultation none of the details were drawn up and sub- 
mitted to your legal counsel or anybody else, and he just took a blank 
form of contract back to negotiate in the field / 

Mr. Wixper. I am not in a position to answer that, because I do 
not know. 

Mr. Brownson. Mr. Walsh, did he just take back about the stand- 
ard form of contract with your signature and was told to go back 
and negotiate ¢ 

Mr. Watsu. No, sir. He took back a form prepared by the Wash- 
ington office, and it was left blank so far as quantities, time of delivery, 
and prices. 

Mr. Brownson. Was the description of the properties from which 
tungsten was to be secured prepared in the Washington office ? 

Mr. Watsn. I believe that was inserted in Bangkok. I am not 
certain. 
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Mr. Brownson. It gets right back to the point we are talking about. 
The whole trouble today is the fact that this written description of 
what constitutes Mae Lama mines is open to question, because the 
language is so extremely loose. Mr. Putnam came over here to con- 
sult with you and to consult with legal counsel, apparently—or did he 
ever consult with legal counsel ? 

Mr. Wausu. I am sure the counsel was in on it. 

Mr. Brownson. Is the legal counsel here today ¢ 

Mr. Watsu. This is the assistant. 


STATEMENT OF BYRON E. HARDING, ASSISTANT GENERAL 
COUNSEL, GENERAL SERVICES ADMINISTRATION 


Mr. Harpina. I am Byron E. Harding, Assistant General Counsel 
of GSA. 

I just cannot answer that question. I do not know. 

Mr. Brownson. Our information is that Mr. Putnam did not check 
with the legal counsel. 

Mr. Lantarr. I think we might get this in the record at this point 
[addressing Mr. Brownson }. 

Mr. Brownson. I understand there has just been a change in your 
policy and that now for the first time, in the last month, you have put 
in a requirement over there that all contracts be submitted to the legal 
department for approval prior to signing. Is that right? 

Mr. Watsu. There has been such a policy inaugurated more than a 
month ago. However, prior to that policy being spelled out the way 
it is now, the legal counsel has been in and revie ,wed with us contracts. 

Mr. Brownson. I would appreciate your checking as to whether 
legal counsel did advise on this contract, because I would like to know 
whether responsible legal counsel countenanced this description of the 
properties, which, as an open description, is causing much of the trou- 
ble on this Mae Lama contract. 

Mr. Harprna. I will check to see whether or not there was legal 
advice on this contract. 

(The letter re contract follows :) 

GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Washington 25, D. C., February 8, 1954. 
Hon. CHARLES B. BROWNSON, 
Chairman, Interantional Operations Subcommittee, 


Committee on Government Operations, 
House of Representatives, Washington, D. C. 

Dear Mr. Brownson: You requested that it be determined whether the con- 
tract between the Government and the Mae Lama Mining Co., contract GS-OOP- 
474 (SCM), was submitted to and approved by the Office of General Counsel of 
this Administration. This question relates particularly to the provision that 
the tungsten concentrates covered were to come from the Mae Lama mines. 

A draft of a contract form was reviewed by an attorney of the Office of General 
Counsel prior to the time when the source of the material, other than Thailand 
generally, had been determined. The draft did not contain the name of the con- 
tractor, the price, the delivery schedule, or the quantity. 

This form was signed here on behalf of the Government January 19, 1951. It 
was completed at Bangkok and at that time the provision concerning the Mae 
Lama mines was inserted. The contract as so completed was not submitted to 
counsel, 
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With respect to the matter of tungsten generally, I am enclosing for the in- 
formation of the subcommittee a copy of the 27th Report of the Preparedness 
Subcommittee of the Senate Committee on Armed Services, dated July 5,1951. I 
believe that the background provided by this report may be hetpful to you. 

Very truly yours, 
A. J. WALSH, Commissioner. 
Enclosure 

Mr. Brownson. I will appreciate your advising us by letter on 
that, too. 

Mr. Harpina. Yes, sir. 

Mr. Brownson. I would also like to ask that the General Services 
Administration’s Administrative Order 149, revised, dated October 
13, 1953, be placed in the record at this point as exhibit 47A. 

(Exhibit 474A is as follows:) 


ExHIsit 47A 


(Administrative Order No. 149, Revised) 


GENERAL SERVICES ADMINISTRATION, 
Washington, D. C., October 13, 1953. 
To: All officials of the General Services Administration. 
Subject: Policies and responsibilities with respect to Emergency Procurement 
Service contracts. 

1. General: 

(a) This order establishes the policies and responsibilities with respect 
to all types of procurement and sale by the Emergency Procurement Service. 
More detailed implementing procedures, conforming to the policies and re- 
sponsibilities outlined herein, shall be issued by the Emergency Procure- 
ment Service, the Office of General Counsel, and the Office of Comptroller. 

(b) Each organizational unit will be expected to concentrate its efforts 
in the field of responsibility assigned to it, to cooperate fully with other 
organizational units concerned, and to discharge its functions in the most 
expeditious manner. 

2. Definition: The term “contracts” as used herein includes amendments, mod- 
ifications, and commitments of any type for procurement or sale (exclusive of 
transfers within the Government) entered into by the Emergency Procurement 
Service. 

3. Policies (except as hereinafter provided in sec. 4) : 

(a) All contracts must be entered into by means of written documents. 

(0) No commitment or other action obligating the Government shall be 
made by oral or telegraphic communication. 

(c) The contracting officer shall be primarily responsible for the negotia- 
tion of contracts and he shall secure such participation by the Office of 
General Counsel and the Office of Comptroller in such negotiation and in 
the drafting of contracts as the General Counsel and the Comptroller may 
determine as reasonably required for the discharge of their responsibilities 
under this order. 

(d) Upon request of the contracting officer, the Office of Comptroller shall 
advise him as to funds available for an approved program, but no funds 
shall actually be obligated on the books except upon submission to the 
Office of Comptroller of the final draft of the contract. 

(e) Standard forms of contracts and standard contract provisions shall 
be developed and used to the greatest extent practicable. 

(f) With respect to contracts entered into by foreign offices, proposed 
contract terms shall be submitted to the central office of the Emergency Pro- 
curement Service for advice prior to the execution of the contract in those 
cases where, in the judgment of the foreign office, the proposed terms are of 
sufficient importance to require such submission. 

4. Exceptions: 

(a) Commitments may be made by telephone for the procurement or sale 
of rubber and, after consultation with the Office of General Counsel and 
Office of Comptroller, for the procurement of such other limited commodities 
as the Commissioner, Emergency Procurement Service, shall determine. 








340 


CONTRACTS FOR PURCHASE OF TUNGSTEN IN THAILAND 


Such commitments shall, however, be confirmed by written contracts, which 
shall be submitted to the Office of General Counsel and the Office of Comp- 
troller for clearance prior to execution by either party. 

(b) Telegraphic commitments for procurement or sale of other commod- 
ities shall be made only in those cases in which the time allowed for accept- 
ance by the Government of the offer is not sufficient for the preparation and 
execution of a written contract. Proposed action in such cases shall, how- 
ever, be cleared with the Office of General Counsel and the Office of Comp- 
troller prior to the communication of the telegraphic commitment. The 
confirming written contracts shall be submitted to the Office of General 
Counsel and the Office of Comptroller for clearance prior to execution by 
either party. 

5. Responsibilities : 

(a) Emergency Procurement Service.—Each designated contracting officer 
in the Emergency Procurement Service shall: 

(1) Determine the terms and conditions of contracts to be entered 
into within the scope of directives issued by appropriate programing 
authorities 

(2) Administer and service contracts, with the advice and assistance 
of the Office of General Counsel, the Office of Comptroller, and the 
Inspection Branch, Standards Division, Federal Supply Service. 

(3) Secure participation of the Office of General Counsel and the 
Office of Comptroller in negotiations with contractors or prospective 
contractors leading to contracts or involved in the administration or 
servicing of contracts. 

(4) Submit all proposed contracts to the Office of General Counsel 
and the Office of Comptroller for clearance prior to execution by either 
party 

(b) Office of General Counsel.—The Office of General Counsel shall: 

(1) Provide legal advice and services. 

(2) Participate in the negotiation of contracts and in negotiations 
with contractors involved in the administration or servicing of contracts. 

(3) Determine the legal requirements of contracts. 

(4) Provide technical supervision and assistance in the preparation 
of contracts, prepare unusual or difficult contracts, and review contracts 
prior to execution, 

(5) Furnish legal advice and assistance to the contracting officer in 
connection with the administration and servicing of contracts. 

(6) Review, develop, and revise standard contract forms and standard 
contract provisions, in collaboration with the Emergency Procurement 
Service and the Office of Comptroller. 

(c) Office of Comptroller.—The Office of Comptroller shall: 

(1) Provide financial advice and evaluate the financial aspects of 
contracts 

(2) Participate in the negotiation of contracts and in negotiations 

involved in the administration and servicing of contracts. 

(3) Furnish advice and assistance in developing the financial terms 
and conditions to be included in contracts. 

(4) Approve credit to prospective purchasers and determine the terms 
of such credit. 

(5) Review all contracts prior to execution. 

(6) Prevalidate final drafts of contracts as to availability of funds. 
Upon request give informal advice as to the availability of funds for 
proposed contracts to be negotiated. 

(7) Furnish advice and assistance to the contracting officer in con- 
nection with the administration and servicing of the performance 
aspects of contracts. 

(8) Perform necessary financial administration functions such as 
maintenance of financial controls and records, certification of payments, 
collections, and audit of books and records of contractors. 

(9) Collaborate with the Office of General Counsel and the contract- 
ing officer in the development of standard contract forms and provisions. 

(d) Inspection Branch, Standards Division, Federal Supply Service.— 
The Inspection Branch, Standards Division, Federal Supply Service shall— 

(1) Provide necessary inspection and expediting services. 

(2) Furnish advice ane assistance to the contracting officer in con- 
nection with the administration and servicing of contracts. 
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(3) Furnish the contracting officer with periodic progress reports 
and such other reports concerning the status of contracts as may be 
requested by Emergency Procurement Service. 

6. Action on Nonconcurrence: In the event the Office of General Counsel, with 
respect to legal sufficiency, or the Office of Comptroller, with respect to financial 
terms and conditions, fails to reach agreement with the contracting officer con- 
cerning a proposed contract or a proposed contract action, including action 
involving the administration or servicing of a contract, the matter shall be sub- 
mitted to the Commissioner, Emergency Procurement Service, for his determi- 
nation with the advice of the General Counsel or the Comptroller, as the case 
may be. 

7. Effective date: The provisions of this order shall be effective on October 19, 
1953. 

EDMUND FF. MANSURE, Administrator. 

Mr. Brownson. I would particularly like to call attention to para- 
graph 2. I would also like to ask Mr. Walsh at this time if this Ad- 
ministrative Order 149, revised, is a revision of an administrative 
order formerly in effect. 

Mr. Watsu. That is correct. That is in more detail. The original 
order was very brief. 

Mr. Brownson. Do you happen to know the approximate date of 
the original order ? 

Mr. Wausu. I believe it was August. 

Mr. Brownson. August of this year? 

Mr. Watsn. Yes, sir. 


ExHibit 47B 
Administrative Order No. 149 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., August 25, 1953. 
To: All officials of the General Services Administration. 
Subject: Contracting policies and responsibilities covering procurement and sale 
by the Emergency Procurement Service. 

1. General: This order establishes the policies and responsibilities for contract- 
ing for all types of procurement and sale by the Emergency Procurement Service. 
Detailed procedures governing the processing of contracts will be issued conform- 
ing to the policies and responsibilities enumerated herein. 

2. Policies: 

(a) All contracts, amendments, and commitments for procurement or sale 
will be made by the contracting officer only by a formal written contract. 

(b) Determination of fund availability by the Office of Comptroller will 
not be made except upon submission to the Office of Comptroller of the final 
draft of the contract agreed to by the negotiating parties. 

(c) Standard forms of contracts will be developed in all cases where 
practicable. 

(d) Foreign offices will execute standard form contracts. Deviations 
from standard form contract terms will be cabled to the Central Office of the 
Emergency Procurement Service for approval prior to execution. 

3. Responsibilities : 

(a) Bmergency Procurement Service.—The designated contracting officer 
in the Emergency Procurement Service shall be responsible for : 

(1) Determining quantities, type, and period of delivery of materials 
to be procured or sold pursuant to directives issued by appropriate pro- 
graming authorities. 

(2) Determining technical provisions of contracts, including but not 
limited to, weighing, sampling, analysis, storage, transportation. 

(3) Determining quantities and types of services to be procured. 

(4) Developing sources of supply and markets for sale of materials. 

(5) Negotiating contracts jointly with the Office of General Counsel 
and the Office of Comptroller. 

(6) Submission of requests to the Office of General Counsel for 
preparation of contracts in accordance with the terms and conditions, 
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mutually agreed upon by the contracting officer, the Office of General 
Counsel and the Office of Comptroller. 

(7) Administration and servicing of contracts in collaboration with 
the Office of General Counsel and the Office of Comptroller. 

(b) Office of the General Counsel.—The Office of General Counsel shall 
be responsible for : 

(1) Providing legal advice and services. 

(2) Legal clearance of contracts and amendments. 

(3) Preparing contracts and amendments after collaboration with 
the contracting officer and the Office of Comptroller. 

(4) Preparation, legal clearance, and execution of requirements of 
contracts. 

(5) Administration and servicing of contracts in collaboration with 
the contracting officer and the Office of Comptroller. 

(c) Office of the Comptroller—The Office of Comptroller shall be re- 
sponsible for: 

(1) Providing financial advice and evaluating the financial aspects 
of contemplated contracts and amendments. 

(2) Determining financial responsibility of contractors. 

(3) Approval of credit and terms of sale to prospective purchasers. 

(4) Developing and determining the financial terms and conditions to 
be included in contracts and amendments. 

(5) Maintaining the necessary financial controls, including assign 
ment of contract numbers and prevalidation of contracts as to the 
availability of funds 

(6) Administration and servicing of contracts in collaboration with 
the Office of General Counsel and the Contracting Officer. 

(7) Conducting audits of contractorc, as required. 

4. Effective date: The provisions of this order shall be effective immediately. 
EpMUND F. MANSURE, 
Administrator. 


Mr Brownson. Was there any order before that that covers the 
same general area as Administrative Order 149? 

Mr. Watsu. There was no such order; no, sir. 

Mr. Brownson. I would like to call particular attention to para- 
graph 5, subparagraph (b), subparagraph (2): “The Office of the 
General Counsel shall participate in the negotiation of contracts and 
in negotiations with contractors involved in the administration or 
servicing of contracts’—which will prevent the recurrence of this 
type of situation, in all probability. 

Now, were these contracts submitted to your General Counsel for 
determination as to whether or not they should be canceled ? 

Mr. Watsu. Yes, sir; they have been submitted to him. 

Mr. Brownson. May I ask how long they were in the General 
Counsel’s Office ? 

Mr. Waxsu. I cannot answer that. Mr. Wilder probably knows. 
He is the one who submitted them. 

Mr. Witoer. I beg pardon. I was not listening. 

Mr. Brownson. How long ago were these contracts submitted to 
the General Counsel for legal determination as to whether they should 
be terminated or not? 

Mr. Witper. I can answer that. On October 26, in a memo from 
me to Mr. Harding requesting prompt legal analysis of the material 
incorporated in Embassy Bangkok dispatch No. 292 as to the legal 
sufficiency for supporting the cancellation function. 

Mr. Brownson. Have you had a report from legal counsel yet? 

Mr. Witper. No, not a written report. I think the legal counsel 
concerned is here and can tell you the situation of the Legal Depart- 
ment on that, Mr. Harding. 
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Mr. Brownson. You were here yesterday, were you not! 

Mr. Wivper. Yes. 

Mr. Brownson. That was essentially the matter presented by the 
other members of the committee yesterday. If that is substantially 
correct, I see not point in going back into it at this time. 

Will you proceed, please / 

Mr. Witper. This is a document dated early in February. 

Mr. Brownson. Is this a cablegram ? 

Mr. Witwer. Yes. I will read from it. 


ExHipiT 42K 
Paraphrase of exhibit 42B 

February local Bangkok wolfram price is equivalent of about $65 per short 
ton unit delivered in bond New York. Agreement much below the $65 price is 
unlikely in view of the fact that Mae Lama’s original asking price was approxi- 
mately $38 above the local market. Your soonest advice urgently requested. 
Indications are that sellers also want to make delivery at bonded warehouse in 
event shipping space is not available during the 30-day period following arrival 
in Bangkok of sampling and analysis data. This provision recommended on 
basis dearth of shipping is not caused by blockade of ports or by insurrection 
or war in Thailand. 

Mr. Brownson. Can you explain to me the difference between the 
seller’s price and the local market price? I believe in your first sen- 
tence there, there was a difference between the seller’s price and the 
local market. 

Mr. Wivper. No. That was the market price in New York, which 
was somuch. ‘The seller’s price at first was about $3 above the local 
market. Ido not have a definite figure that I can give you. 

Mr. Brownson. By the local market, do you mean the New York 
market or the Bangkok market ? 

Mr. Wixper. I would presume that would be the Bangkok market. 
This is long term. The market might go up or down as far as the 
contract is concerned. 

Mr. Lantarr. What is the date of that cable? 

Mr. Wivper. It is from Putnam to Walsh, dated February 10. This 
is another cable dated in early February. 

( Discussion off the record. ) 


EXxHIbit 42F 
Paraphrase of exhibit 42F 

Delivery of 2,000 long tons with 150,000 long-ton-unit quantity is amount 
proposed by Mae Lama Mining Co. Additional changes refer to following: 

Amount or such lesser amount which develops to be the entire output from 
April 1, 1951, through March 31, 1954, from the Mae Lama mine. From the 
amount produced during this period shall be subtracted the quantities required 
by the Thai Department of Mines in royalty payment. 

Sellers indicated price now $72 long-ton unit, f. 0. b. Bangkok, which is about 
the same as $64.90 for a short-ton unit delivered New York in bond. In view 
of recent publicity respecting the purchase of Bolivian concentrates at $73 price, 
it is unlikely that any further concession on price will be made by seller unless 
Bolivian price proved erroneous. 

Delivery schedule proposed calls for 10-ton minimum monthly deliveries to 
commence prior to May 2, 1951. Full amount to be delivered prior to April 
30, 1954. 

Preference of supplier is payment by letter of credit to Bangkok Bank, Ltd., 
whose contacts in United States are Chase National Bank, also Irving Trust, New 
York. Alternate suggestion is Bank of America in event Thailand Bank not 
acceptable. 

Should you believe quantity greater than desired because of the possibility of 
a drop in price within time limits of contract, a reduction in the total amount 
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can be effected. If term of contract expanded to 5 years, more of a price con- 
cession might be negotiated. Whatever period of time settled upon, it will be 
difficult if the market price should rise to get delivery. 

Mr. Lanrarr. Is that Bolivia? 

Mr. Witper. Apparently there was information that the United 
States was paying more in Bolivia. 

Mr. Lanvrarr. Is that true? 

Mr. Watsu. The Bolivians were trying at that time to negotiate 
long-term contracts with the Government ‘at prices around that level. 
Those negotiations went on for a considerable period of time and even- 
tually contracts were entered into with Bolivian producers at $62.50. 
This higher price was publicity being put out by the Bolivians. 

Mr. Lanvarr. Is that a long ton? 

Mr. Wausu. I think it was. 

Mr. Brownson. Is Bolivia a large producer of tungsten ? 

Mr. Watsu. A very large producer. There are several mines in- 
volved. I think perhaps all the mines are under contract. 

Mr. Brownson. Is tungsten produced elsewhere in the Western 
Hemisphere in any quantity ? 

Mr. Watsn. Canada has within the past year come in with a very 
large production. That is new production that had not theretofore 
been developed. Mexico is now coming in with some. The United 
States production, of course, is coming up very rapidly. 

Mr. Brownson. Would it be fair to say in view of the increase in 
production facilities in the Western Hemisphere, some of which has 
occurred since these original contracts in Thailand were entered into, 
that the overall strategic importance of Thailand as a tungsten supply 
is not as great as it was? 

Mr. Wausu. It is not as great now as it was; that is true. 

I forgot to mention Brazil. They are developing some in Brazil at 
the present time. 

Mr. Brownson. So to a certain extent the overall picture separates 
itself into two categories. The first was the need at that time to 
procure tungsten in quantity as soon as possible. 

Mr. Watsu. That is correct. 

Mr. Brownson. Which reflected itself on our war industries situa- 
tion, and then the level of the stockpile? 

Mr. Wausu. That is correct. 

Mr. Brownson. The second situation seems to revolve around a 
desire to pay all this money to the owners of certain mines in order 
that these mines could be improved and expanded. 

Mr. Watsn. Yes. 

Mr. Brownson. That second alternative over a period of years 
became relatively unimportant, did it not ? 

Mr. Warsu. As matters developed, oa is correct. 

Mr. Brownson. Thank you very much, Mr. Walsh. 

Mr. Wirper. May I introduce for the asscied the reply which EPS 
made to this cable, the previous one? The date is the latter part of 
February 1951, 

( Discussion off the record.) 


EXHIBIT 42G 
Paraphrase of exhibit 42G 


Wolfram, at $65 short-ton unit, is set by United States price controls. If pos- 
sible, advise that a floor price not be established. Should floor price be essential, 
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it should be based on length of time contemplated, as well as quantity (yearly 
and total) of ore involved. Long-term contracts of recent origin entered into here 
have been based on E. and M. J. price for foreign in bond, average price of Lon- 
don metal market and E. and M. J. price for domestic, an average of the 3 for 1 
week prior to shipment. This procedure is believed to protect both seller and 
purchaser, while a floor price is eliminated. If negotiations must be based on 
floor price, such floor price should be considerably below $65 if embodied in a 
contract agreeing to pay on averages outlined above. Rumor without basis on 
purchase of Bolivian concentrates. No objection—repeat, no objection—if you 
can contract firm price with Mae Lama with provision of our right to cancel 
after 3 to 6 months if world price falls below firm price. If available for sale, 
attempt to contract for royalty tonnage with Thai Department of Mines. 

Mrs. St. Grorce. You read that as $65 per short ton, did you not? 

Mr. Wiper. I said $65 per short-ton unit. 

Mrs. Sr. Grorce. I thought the $65 all through these contracts was 
for long tons. 

Mr. Winner. This is the United States price control on wolframite, 
S65. 

Mrs. Sr. Groree. On short tons? 

Mr. Wiwper. On short-ton units. 

Mr. Brownson. That would have to cover, of course, freight and 
other provision, too, would it not? That would be the selling price in 
the United States. 

Mr. Wivper. That is correct. That would be the price at which you 
would be permitted to sell it in the United States. 

Mr. Brownson. There is one other thing I would like to get from 
Commissioner Walsh while I happen to think of it. 

Does the production of the Korean tungsten mines, the Sang Dong 
mines, enter into the world picture very heavily, as far as our procure- 
ment is concerned ? 

Mr. Watsn. The entire production from that mine is coming to the 
United States. The contract is with the General Services Administra- 
tion. Therefore, it could not have too much reaction to world price. 

Mr. Brownson. I was not speaking of the world price. What I was 
meaning, quantitatively, was, compared to the other tungsten resources 
in the world, how does the production of that Sang Dong mine 
measure up ‘/ 

Mr. Watsn. The production as of the last cable we had, which was 
last week, was 10,462 tons, and I believe that period of time is around 
i8 months. 

Mr. Brownson. How would that compare with the production of 
the Mae Lama mines? 

Mr. Waxsu. It is far greater than all of Thailand. 

Mr. Brownson. Far greater than all of Thailand? 

Mr. Wausn. Yes. 

Mr. Brownson. That Sang Dong mine is a very important tungsten 
mine ? 

Mr. Watsu. Yes. 

Mr. Brownson. How would that compare with Canadian produc- 
tion in a similar period ? 

Mr. Wausu. I think that it is in excess of the Canadian production, 
Incidentally, that Canadian production is predominantly scheelite, 
whereas the Sang Dong mine is primarily wolfram. 

Mr. Brownson. I thought it was primarily scheelite when I went 
through there. 

Mr. Wausn. That is right; Sang Dong is primarily scheelite. 
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Mr. Brownson. What is the name of the other Korean mine? 

Mr. Watsu. Del Sang. 

Mr. Brownson. Is that larger than Sang Dong? 

Mr. Watsn. I do not believe it is larger. 

Mr. Brownson. I would appreciate it if you would send us a sepa- 
rate letter giving those figures. ‘They are not of primary interest 
to the subcommittee right now, but they will be a primary interest 
in helping to write a report on the Korean investigation of the com- 
mittee. 

Mr. Watsu. Yes. 

Mr. Brownson. Thank you very much, Mr. Commissioner. 

Mr. Wiper. This is another cable dated late in February. 

(Discussion off the record.) 


Exutsit 42H 
Paraphrase of exhibit 42H 

Signing of contract effected on basis of original with consequent change my two 
previous messages with the exception that a fixed price on an f. o. b. Bangkok 
basis at $65 a long-ton unit is about the same price as delivered in bond New York 
at $59 a short-ton unit. It is possible that like transaction can be effected with 
Mines Department and other concerns. If you are interested similar contracts 
wire authority to transact. 

Mr. Brownson. How many more of these cables do we have to 
insert into the record ? 

Mr. Wiper. I am sure that completes the beginning to the signing 
of the contract. 

Mr. Brownson. Did you hear Mr. Spengler’s testimony yesterday ? 

Mr. Wiper. No; I was not here. 

Mr. Brownson. Mr. Spengler, of course, testified as to the basis 
of the independent investigation of the American Embassy in Thai- 
jand and Bangkok, and he testified in support of the cable from the 
Embassy. As I understand your point, you are offering these exhibits 
particularly to establish the fact that some consideration was given 
to the negotiation for the price ? 

Mr. Witper. That is right. It was not unlimited. 

Mr. Brownson. What other point would you like to make in your 
testimony ? 

Mr. Wiper. I would like to move to 877, if I may. 

Mr. Kennetiy. What is the definition of a purchase, a spot pur- 
chase, Mr. Wilder ? 

Mr. Witper. I think it was being used by the IMC, it was prob- 
ably 30 to 90 days’ delivery. 

Mr. Kennexty. I do not understand how you and one of the other 
gentlemen from the EPS keep referring to the Pradit Trade & Indus- 
try Co. contract as a spot purchase. I thought that was to run for 
about 5 months. 

Mr. Wixper. It was a spot purchase in comparison with a develop- 
ment contract. 

Mr. Brownson. In other words, you were short of tungsten at that 
particular time and that was purchased primarily to get tungsten ? 

Mr. Wixper. Pressure was very heavy for deliveries within the im- 
mediate future. 

Mr. Kennepy. It was not a spot purchase, was it? 

Mr. Wiper. Not in the sense that the man had it in his hands and 
could deliver it. 
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Mr. Kennetiy. Not in the sense of 30 to 90 days. 

Mr. Wivper. No. I was saying within the IMC regulations, that 
was considered to be 30 to ») dl Lys W he n th Vv set up a fixed pl ice, A 
spot purchase could be 6 months, omething less than a year. For 
instance, we have alw ays considered a long-term contract as something 
that runs over 1 year’s time. 

Mr. Browns N. Will you proceed, please 4 

Mr. Wiper. I believe that it would help the committee to evaluate 
this case, speaking of 877, if I review our situation at the time of 
the receipt of 877 

We had no organization in Bangkok. 

Mr. Brownson. May I ask, have we c miple ‘ted the testimony for 
which it is necessary for o to be in executive session ¢ 

Mr. Wiper. No, sir; I do not think so. 

Mr. Brownson. There will be some matters in connection with this 
next phase of your testimony that you would like to have taken in 
executive session ? 

Mr. Witper. I would think so, partic ul: urly on the que stioning, be 
cause I would like to refer to the documents. 

We had no organization in Bangkok and were literally in the hands 
of the Embassy as far as our tungsten problems in Thailand were 
concerned. 

We were not in a position to do less than believe that it would be 
necessary to cancel the contracts if the allegations against our con- 
tractors were substantiated by appropriate evidence developed by 
investigation. 

And in 877, as you know, the Embassy wanted to do something less 
than cancellation. 

Further, at the time this dilemma was thrust upon us, we had in 
hand in that case a letter from the Assistant Secretary of State, Mr. 
Walter S. Robertson, requesting that we give consideration to opening 
negotiations promptly with Thailand and Indonesia for market price 
contracts for rubber in the total amount of approximately 50,000 
long tons of stockpile grade for a number of reasons, but specifically 
because the invasion of Laos had brought Communist aggression im- 
measurably nearer at the time to Thailand and it was felt that a 
market price contract for a small amount of natural rubber which 
the United States could use for security purposes would contribute 
to the strengthening of the will of the Thais to resist communism. 

For technical re. sons of stockpile management we were not in a 
position to accept the State Department’s proposal, and it raised in 
our minds the question of whether or not the State Department in 
Washington would willingly support an investigation of our Thailand 
contractors leading to possible cancellation and consequent loss of 
dollar exchange under the existing circumstances. 

Consequently, in our discussions with Mr. Bramble, we were very 
specific that we felt cancellation was in order if the allegations could 
be substantiated, and inferred that the Embassy was in a far better 
position to undertake the development of the supporting evidence for 
877 than was EPS. We stressed that we were not in a position to 
question the authenticated records of the Thai Government and 
question the integrity of its officials. 

I am open to questioning. 


Mr. Brownson. What was the date that Mr. Snell left Bangkok? 
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Mr. Wixper. The office closed on May 9. I believe that he left that 
same day. 

Mr. Brownson. 1953? 

Mr. Wivper. Yes; this year. 

Mr. Brownson. And the date on the cable is May 11, is it not? 

Mr. Winper. Yes; and it was received by the State Department here 
on the 27th. We received it on the 29th of May. 

Mr. Brownson. On the 27th? 

Mr. Witper. I believe that is right. 

Mr. Brownson. This was a dispatch for mail? 

Mr. Wiiper. Yes. 

Mr. Brownson. Actually your Bangkok office had not been opened 
very long when this came up, and you did not have someone on the 
spot at the time? 

Mr. Witper. The situation in Bangkok under this tungsten procure- 
ment was that we never really established an office in the sense that. it 
was for tungsten procurement. We worked through Mr. Putnam who 
had been suggested to us by the Embassy origin: ully, and when we were 
authorized to establish an office for Bangkok for the MSA program 
we turned the tungsten activity over to the office manager who was 
conducting the MSA activities. 

Mr. Brownson. Mr. Snell? 

Mr. Wivper. That is right. When the MSA instructed us that 
they wanted to eliminate the Bangkok office, we eliminated that office 
and turned the activity on our tungsten contracts over to the Embassy 
with the advice they should look to Mr. Putnam in case they needed 
technical advice w ith respect to the contracts. 

Mr. Lanrarr. The two considerations that you point out some- 
what influenced you when this 877 came in, are (1) the State Depart- 
ment had requested you to negotiate contracts for rubber in Thai- 
land for several reasons, and (2) because you questioned whether or 
not you could with propriety go behind the certificates of the Depart- 
ment of Mines in Thailand; is that correct ? 

Mr. Witper. That is correct, and further, we did not know what 
the State Department’s position would be as to any action which 
would lead to a cancellation and reduced revenue for the Thailand 
Government. 

Mr. Lanrarr. Both of those considerations would involve State 
Department decisions, would they not? In other words, whether or 
not for diplomatic reasons you should go behind that if you discovered 
fraud, and secondly, whether getting rubber out of Thailand would 
overweight any fraud, or any misfeasance or malfeasance with respect 
to the contract? Is it not true both of those would be diplomatic 
matters in which the State Department would have to concur? 

Mr. Wivper. Yes. 

Mr. Lantarr. Why would it not have been proper when 877 came in 
to turn it over to your compliance division to investigate and get the 
facts on it, and then submit those facts with your rec commendation as 
to cancellation based upon procurement and let the State Department 
come in and determine whether diplomatic considerations would re- 
quire a continuation of the contract? It seems to me what you were 
trying to do was to place yourselves in the position of the State De- 
partment and make decisions that they should make, and your pri- 
mary job was to take the preliminary report from the State Depart- 
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ment and turn it over to your compliance division, or someone else, to 
determine what the true facts were and from the standpoint of pro- 
curement to determine whether or not you could get tungsten else- 
where at a more favorable price, and leave up to the State Department, 
with your recommendations, as to whether diplomatic considerations 
would outweight purchasing considerations. Why was not that a 
course that would more norm: illy be followed ¢ 

Mr. Witper. Well, when I was placed in this position 1 was to work 
with Mr. Bramble in working out the overall government position in 
the matter. 

Mr. Lantarr. Is it not true he told you he thought at that time the 
question of getting the facts as to compliance with contracts was one 
for the EPS to perform ? 

Mr. Witprer. I believe Mr. Bramble and I had that difference of 
opinion; but I felt it was a job for the Embassy to do for us. 

Mr. Lantarr. Is it not your job to police these contracts? Do you 
just let the contract and forget about it and let the State Department 
follow up to see if the contract we had prepared is being carried out 4 

Mr. Witprer. We often call on the State Department for informa- 
tion and advice in other areas as to contracts and for information rel- 
ative to the character of the contractors, and things like that. I am 
not saying an organization to police the contracts in Bangkok might 
not have been in order, but we had no organization there at the time 
877 (exhibit 23, p. 190) came in. 

Mr. Lanrarr. Did you ever make an official request of the State 
Department to conduct this further investigation, pointing out that 
you had no one available to send out there, no office in Bangkok ¢ 

Mr. Witper. I think we made a request —_ the State Department 
to investigate for us. (See letter of July 22, 1953, exhibit 9, p. 50.) 

Mr. Lanvrarr. Was that the request you m: ade of Mr. Bramble? 

Mr. Wiper. I think we not only made it of Mr. Bramble, but in 
the meeting that we had with Mr. Bramble and others from the State 
Department when it was agreed that the new Ambassador would look 
into the situation when he got there. That was our position. 

Mr. Lanrarr. Let me get this straight. I want to find out definitely 
if the EPS said to the State Department, “We do not have anybody 
here. We are not equipped to carry on this investigation. We want 
you to do it for us.” And they said, “No, we will not do it.” Is that. 
true, Mr. Bramble ? 

Mr. Bramsie. | think there is something of a wrong impression 
being given here. It is true that there was a difference of opinion 
between Mr. Wilder and myself, and it is also true that normally 
the State Department would have no objection to performing routine 
investigations for the Emergency Procurement Service where they 
did not have an organization in the area that was available. 

As a matter of fact, as he pointed out later on, we did agree to 
recommend to our department that they undertake to have the Am- 
bassador take this up when he arrived in Bangkok, but we were over- 
ruled by officers higher in the State Department for reasons which 
I would like to give to the committee. 

Here are the reasons why we did not want the State Department, 
or the Embassy, rather, to be doing the investigation of this particular 
matter 
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The first was the Embassy itself in 877 had recommended that 
somebody be sent from Washineton to do it, someone other than 
from the Embassy. Both for reasons of impressing the importance 
of it on the contractors, and also because the Department of State, 
as IL can mention in this executive session, through the Embassy, had 
already gone far out of its way in making this investigation. One 
of the most valuable assets of the Embassy in a foreign country is 
the contracts it maintains with those people. We preferred, as 
much as possible, to keep the Embassy in a position where it was 
not the accuser. It had brought this evidence to the attention of 
Washington, but we did not want the Embassy being the one who 
would also make the active investigation which might alienate some 
of the sources from which we draw information in order to make 
reports to this Government. This would not be the case if some- 
body from outside the Embassy from Bangkok came in to make 
the investigation with the help of the Embassy, and for that reason 
we suggested that EPS skould make the investigation. 

Now, as I say, in the course of that discussion, we finally agreed 
that we would do it, but we were overruled by people higher up in 
the State Department on that method, and we went back to EPS 
and requested again they make their own investigation in that area. 

Mr. Lanvrarr. That is all that I have. 

Mr. Brownson. Is there any further evidence, Mr. Wilder, that 
you would like to place before us in this executive session ¢ 

Mr. Wizper. No. I think the statement I gave the committee the 
first day covers the major points of our action. 

Mr. Brownson. Is there any further information which any of those 
who have testified previously, and who are present here at this time, 
desire to give before the hearings are closed? This does not preclude 
anybody from submitting written communications of any kind pend- 
met he complet ion oft the hearings. 

Mr. Witper. There is one point that I would like to make with spe- 
cific reference to the compliance angle as regards a statement in one 
of the documents which I have here as prepared and submitted by the 
State Department to the committee. This document reads as follows: 


REPORT FROM EMBASSY, BANGKOK, TO WASHINGTON : REPORT OF INVESTIGATION OF 
COMPLIANCE UNpbER GSA WotrramM ContTRACTS; DOCUMENTARY EVIDENCE OF 
CoNnsPIRACcY To VIOLATE MAE LAMA CONTRACT 


EXPLANATORY STATEMENT 

In previous communications the Embassy reported apparent violations of the 
General Services Administration’s (GSA) contracts for the procurement of 
wolfram ore in Thailand. The Embassy recommended a thorough investigation 
of the situation by a GSA compliance officer. 

(Discussion off the record. ) 

Mr. Witper. At the time the Embassy received the communication 
from the Department here in Washington that the Emergency Pro- 
curement Service would be willing to pursue action leading to cancella- 
tion of the contract, a return dispatch from the Embassy indicated that 
they did not want the contracts canceled and at that time they recom- 
mended that the EPS dispatch a qualified negotiator to Bangkok. All 
Lam doing is indicating that we did not have a direct request for a com- 
pliance officer on it at that time. 
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Mrs. Sr. Grorce. Mr. Wilder, in your statement I think you said 
that the allegations contained in 877 would be very hard or impossible 
to refute, and if they were sustained would necessarily mean the loss of 
contracts; is that correct ? 

Mr. Wivper. I think substantially that would be correct. 

Mrs. Sr. Georar. That was substantially your feeling? 

Mr. Wivper. That is right. 

Mrs. Sr. George. Then I understand the Embassy came in and 
urged you not to have these contracts terminated ? 

Mr. Wivper. I believe I can establish that. 

This is dated in August 1953. 

(Discussion off the record.) 


ExuHIstIr 421 
Paraphrase of exhibit 421 

The Department has been notified by EPS that it is prepared to start action 
for cancellation of contracts provided it is not incompatible with State opinions. 

The reply is dated later in August 1953 (exhibit 421). The first paragraph 
is paraphrased as follows: 

“Prefer following Embassy recommendations of May 11. Cancellation with- 
out further Bangkok investigation by EPS is strongly not recommended.” 

Mr. Brownson. What was the date of that? 

Mr. Wivper. About the middle of August. This is after the suspension was 
in effect. 

Mr. Brownson, That brings out the same point that was just developed by 
Mr. Spengler, that the Embassy would prefer your investigation be conducted? 

Mr. Wiper. That is right. But I am talking about the cancellation. I would 
like to pursue the cable, if I may. 

Mr. Brownson. Mr. Spengler made the point the Embassy did not want the 
thing canceled on their say-so? 

Mr. Wixtper. I will agree, but once we got into it and we found the fact we 
would have to cancel, the Budget Bureau has been putting pressure on us in 
all cases where possible to cancel, or cut back contracts where we have any 
evidence or reason to do so, and may I read the rest of the communication? 

(Discussion off the record.) 

Exuipir 42) 
Paraphrase of second and third paragraphs 

Reaction of public in Thailand would probably be that by cancellation of 
contracts the United States would be denying them about $7,500,000 in foreign 
exchange when serious problems facing Thailand on export of rubber and tin. 
Open-market transactions at present prices could obtain about two-thirds of 
the amount involved. However, undesirable repercussions of political nature 
can follow in Thailand. Trade sources reveal practices reported by Embassy 
May 11 widely known but were not discouraged by EPS. In view compliance 
has not been required, it would appear unfair to cancel for reasons of noncom 
pliance. 

It is our recommendation that a qualified negotiator be sent here quickly 
by EPS. Each contractor could be informed by the EPS negotiator that EPS 
is planning to cancel suppliers contract unless, on the basis of a thorough 
analysis of provincial mining officer’s certificates from the time of initial ship- 
ment was made under each contract, mutual agreement can be reached on 
proper quantities to be supplied under each contract. Thailand Government’s 
royalty assessment is based upon mining officer’s certificates. 


Mr. Brownson. Who signed that? 

Mr. Witper. Mr. Brown at Bangkok. 

Mrs. Sr. Grorce. From the State Department? 

Mr. Witper. A cablegram from the Embassy to the State Depart- 
ment here in Washington. 

Mr. Brownson. I ask unanimous consent that that be inserted in 
the record in such form as is agreed upon between the State Depart- 
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ment and the EPS as an exhibit. In other words, what that said, as 
I understand it, is that you people had been so loose all along that 
cancellation of contracts now looks like a rather extreme penalty inas- 
much as up to now you had not shown any interest in compliance at all. 

Mrs. Sr. Grorcre. These companies were not aware. 

Mr. Brownson. I was interested in one figure, when you said this 
would mean a loss of $714 million in exchange, but that about two- 
thirds of that could be made up by the sale of the wolfram ore any- 
where. Does that mean that when we were paying 3314 percent 
higher than anybody else for the ore at that time? In other words, 
that would imply that there was a $2,500,000 loss. The local Thai- 
land producers could secure two-thirds of $7,500,000, or $5 million, 
selling the ore on the local market. We were paying $7,500,000. Up 
until now, the highest estimates of the committee staff have been there 
was about $1 million in excessive payments involved, but it looks like, 
on the basis of this cablegram it is close to $2,500,000. 

Mr. Wivper. I believe it would have to be evaluated in detail and 
come up with the proper figure. 

Mr. Brownson. Mr. Bramble, do you have a comment on that? 

Mr. Bramete. In order to keep the record clear on this, in answer 
to the cable which Mr. Wilder read, I enclosed a rather long dispatch 
that was sent by air to the Embassy in Bangkok explaining why this 
procedure was not possible under the circumstances where we had 
large amounts of tungsten in excess of the stockpile objective on order 
in the United States, and if clear evidence of violation of the contracts 
were received we would have to insist on cancellation. 

The committee counsel has that document in the files. 

Mr. Brownson. I will ask unanimous consent that the document 
referred to in regard to this point be labeled exhibit 48 and inserted 
in the record. 


EXHIBIT 48 
GSA LONG-TERM WOLFRAM PURCHASE CONTRACTS IN THAILAND 


Reference is made to previous correspondence on the subject of GSA long- 
term wolfram purchase contracts in Thailand. The background information 
which follows pertains to these and other wolfram contracts which the GSA has 
concluded. The Department believes this information will be helpful to the 
Embassy in discussions to take place shortly with Mr. Hoffnauer of the EPS. 

Certain developments in the tungsten situation affect Washington's attitude 
toward the EPS contracts with Thailand producers of tungsten. If conditions 
were similar to those existing when the contracts were made, the recommenda- 
tions of the Embassy in dispatch 877 would probably have been received favor- 
ably. Circumstances make it undesirable, however, to take the steps proposed 
by the Embassy to regularize deliveries under the subject contracts. 

At the time the contracts with the Thai producers were made, tungsten was 
in short supply. It was under international allocation. The stockpile was 
dangerously low in the face of an ominous international situation. The United 
States had established a floor price of $63 per unit for all domestic production 
but a $65 ceiling price was also set. World prices plus United States duty were 
above the domestic ceiling so private United States importers could not profit- 
ably import. The Government established a program of purchase of foreign 
tungsten at the world price and resale at the ceiling to meet industrial demand 
above domestic production. 

In these circumstances purchases for the stockpile were largely designed to 
encourage new production. Contracts were so drawn that attractive prices were 
paid but in many instances procurement was restricted to the output of specific 
properties in order to encourage their expansion and to minimize stockpile com- 
petition for current supplies. 
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Expanded production and a lessening of apprehension about the future, plus 
a real drop in demand have made tungsten in easy supply. Tungsten is largely 
a tool material and has its greatest demand in the tooling up period of an 
arinament program. By the time the program is rolling in high gear tungsten 
requirements have passed their peak. Moreover, competing molybdenum is 
becoming more available and for many uses is cheaper. The world price for 
tungsten is now only slightly above $40 per unit. 

The stockpile has been completely contracted. In addition, the United States 
floor price for domestically-produced tungsten remains in effect until the end 
of 1956. As a result, all domestic production is being sold to GSA and paid for 
out of Defense Procurement Act funds, not stockpile funds. This Government 
now has more than $60 million worth on hand and it is coming in at several 
million dollars per month rate. If shortfalls in stockpile contracts occur an 
equivalent quantity could be transferred to the stockpile from that held under 
Defense Procurement Act funds and thus make a net saving in Government ex- 
penditure. Concellation for violation of contract is one way of making room 
in the stockpile for some of the Government held surplus tungsten. While the 
Government is prepared to sell to industry, industry is not willing to pay the 
high Government price and procures in its own channels. Two of the Thai con- 
tracts (U-Tong Thai and Yip In Tsoi) are financed out of Defense Production 
Act funds and the other two our of the stockpile funds. 

The Bureau of the Budget is pressing EPS to cancel all foreign contracts for 
tungsten where possible. EPS could legally do this because most contracts have 
apparently been violated to some extent and all that is required is that EPS 
be convinced violations have in fact taken place. The Senate Committee on 
Government Operations is also showing an interest in the tungsten situation and 
may criticize EPS if it does not act. 

EPS has asked guidance from the Department of State because it wishes 
to take into consideration our relations with Thailand, but unless the Depart- 
ment is prepared to advance reasons for not taking action EPS believes it must 
go ahead with a view toward cancellation, if violations in fact are found to exist. 
The charges contained in dispatch 877, if substantiated, are grounds, on the fact 
of the contract, for cancellation. The fact that we have not taken action up 
to this time does not condone the violations. If these violations are to be taken 
as the basis for action short of cancellation then EPS will be forced to explain 
why it did not take full advantage of its opportunity to save United States funds. 
If the Department asks EPS not to proceed it must do so either on the basis that 
the evidence does not establish a clear violation and the Department does not 
wish the United States to take an action that other governments could label as 
arbitrary, or, even if the evidence is clear, that our relations with Thailand 
would be injured to an extent that would warrant overlooking the transgression. 

Whatever action is finally taken the Department believes we are in the 
soundest position, from the view both of protecting United States interests 
and of bargaining with the Thailand producers, if EPS begins an investigation 
to see if cancellation is justified. The Department accordingly agreed to send- 
ing Mr. Hoffnauer to investigate the contract performanee in cooperation with 
the Embassy. The Department has stipulated that the extent of action must 
depend on the nature of the evidence and the effect on United States relations 
with Thailand. 

If, for lack of clear evidence or for foreign policy reasons, cancellation is not 
in the best interest of the United States, it may become desirable to renegotiate 
the contracts to a lower figure as a compromise. 

The Department offers the following comments on the Embassy proposals 
in dispatch 877 of May 11, 19538: 

1. If renegotiation of the contracts is undertaken it would be difficult to justify 
not trying to reduce the price as well as the volume. The object should be pri- 
marily to minimize the financial obligation of the United States Government 
and not only to regularize the existing contracts. 

2. Once the United States obligation in price and quantity is fixed, EPS does 
not care where the material comes from. It is agreeable to acceleration as long 
as the total cost is not raised thereby. Above all it does not wish to slow down 
the rate of delivery by restricting sources severely. Since this is stockpile 
tungsten that is involved, the earlier the delivery the better if there is no rise 
in cost. 

The provisions in the existing contract were intended to induce expansion 
of supply and minimize pressure on industrial supplies. Those considerations no 
longer apply. If the decision is that punitive action is warranted by the facts, 
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but that other considerations make cancellation too drastic a solution, it is 
possible that the United States might agree to a provision under which we would 
accept reduced amounts or reduced prices or a combination of both but without 
specification as to source. The quantities that would be acceptable would be sub- 
stantially less than those mentioned in Embassy dispatch 877 of May 11, 1953. 

Mr. Brownson. Mr. Wilder, just in closing, I am interested in your 
letter of October 21, 1953, in which you said in your third paragraph: 

Mr. Hoffnauer conducted his investigations in Thailand during the period 
September 6-26, 1953, and following his return to Tokyo came to Washington 
to advise us directly as to his findings. 

Parenthetically I might add one of the things that amazed me was 
that Mr. Hoffnauer did not have more time he felt he could spend in 
Bangkok in order to complete his investigation, but he did find that 
a return trip to the United States to advise the Department as to his 
alleged findings was justified. 

Mr. Wixper. Could I possi rly correct that impression ? 

Mr. Brownson. Will you? 

Mr. Wivper. I believe the reason for Mr. Hoffnauer’s coming to the 
States was primarily so he could get instructions on the special pro- 
gram purchases which Tokyo carries out, which is substantially the 
bulk of the business in the Tokyo oflice. 

Mr. Brownson. In other words, he was informing you as a by- 
product of a trip which was otherwise made. 

Now, to continue with your letter: 

Mr. Hoffnauer’s investigation did not unearth the existence of any docu- 
mentary evidence in support of the allegations made in prior Embassy Bangkok 
communications, either from the files at the Embassy— 
which is in conflict with Mr. Spengler’s testimony— 
or from other sources of information available which were investigated during 
his stay in Thailand. 

Mr. Brownson. That is the end of the quotation. 

The thing that disturbs me somewhat is that Mr. Hoffnauer, from all 
that appears in the report, indicates, went over there to investigate, not 
the Mae Lama contract, but to investigate the Embassy, All that 
appears in his report is the repetition of the Embassy’s cablegram and 
an attempt in part to answer, on the basis of the so-called investigation, 
~ apparently he never did investigate the Mae Lama Co.; his investi- 

gation was of the Embassy. 

He made the statement that because he did not find anything to sub- 
stantiate the charges it did not seem there was anything to support 
the reason to cancel the contract. 

This whole investigation seemed to be an investigation of the Em- 
bassy. I do not think he got down to investigating the Mae Lama 
contract. 

Mr. Wixtper. What I was trying to convey to Mr. Bramble was that 
Mr. Hoffnauer in his report did not have anything. 

Mr. Brownson. But you can make the conclusion, in my mind, that 
you cannot cancel the contract, based simply on the absence of evi- 
dence. 

Mr. Hoffnauer’s report, it appears to me, is very much as if I had 
gone down in front of this building, stood out there and looked around 
for about 10 minutes, come back in and made the certification that as 
far as I was able to determine there was no graft, corruption, or pol- 
itics in Washington. It would be a perfectly true statement, but it 
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would be absolutely meaning!ess, that is just about all there is in this. 

That is why I wondered why you accept the conclusion based 
upon an investigation of the Embassy rather than an investigation 
of the Mae Lama Mine Co. 

Mr. Wiper. It was intended to convey to Mr. Bramble that Mr. 
Hoffnauer’s report did not give me anything on which we could 
act. 

Mr. Brownson. Do you consider this to be a satisfactory report? 

Mr. Wixper. Consider it ? : 

Mr. Brownson. Yes, Mr. Hoffnauer’s report. 

Mr. Wintper. No. 

Mr. Lanrarr. In that connection, is that what led you to consider 
the letter from Mr. Morton, your Far East manager, to Mr. Watsh, 
dated June 24, 1953, which states, and I quote: 

There is little doubt that the wolfram contracts in question have been violated 
by furnishing ore from sources other than the mines stipulated in the respective 
contracts and it is evident that the manager of the Bangkok branch office was 
unable to or did not determine definitely that such a situation prevailed. 

Mr. Witper. That letter was taken into consideration in suspending 
the contract. I rather felt that it could not be used as a basis for 
canceling the contract. 

Mr. Lanrarr. This letter was written by your oflice manager in 
Tokyo after Mr. Hoffnauer’s original report ¢ 

Mr. Witprer. That is correct. 

Mr. Lanrarr. And evidently on the basis of the original survey 
that Mr. Hoffnauer had made, there was little doubt the contract 
had been violated. 

Mr. Witper. That is correct. That is the reason why we had little 
reason to believe that when Mr. Hoffnauer went back he would not 
he able to get the facts. 

Mr. Lanrarr. How do you account for the fact that Mr. Hoffnauer 
had a 180-degree turnabout from the time he went down for the first 
investigation ¢ 

Mr. Wivper. That is something I can’t account for. 

Mr. Lantrarr. You can’t? 

Mr. Wivper. I cannot account for. 

Mr. Lantarr. You cannot ? 

Mr. Wiper. That is correct. I would assume he would have 
come back with the same statement that we did have the evidence. 

Mr. Lanrarr. But his report on his second investigation of Bang- 
kok was considerably different than the report of his first visit ? 

Mr. Wivper. There was very little in the report we had we could 
do anything on, except one phase, where he did not have the facts 
or evidence. That is why I was trying to convey to the State De- 
partment that Mr. Hoffnauer’s report had in it nothing we could go on. 

Mr. Brownson. Are there any further questions on the part of the 
members of the committee or from the staff? 

Mr. Lantarr. From this situation in Thailand, which I think is 
primarily one contract only, have you learned anything that will help 
you in determining policy with respect to contracts for tungsten and 
cther strategic materials in any other countries of the world? 

Mr. Wiper. I would say that the situation in Bangkok is different 
than it is in others. 
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Mr. Lanrarr. Is it something from which you could learn, for 
example, to apply to Bolivia or Spain or Korea ¢ 

Mr. Wivper. I cannot say that I could indicate that. 

Mr. Lantarr. Well, certainly in Bolivia there are plans to build up 
production capacity, as we had in Thailand; is there not? 

Mr. Watsu. May I answer that, Mr. Chairman 4 

Mr. Brownson. Yes. 

Mr. Wausu. Yes; and certainly we have contracts with every major 
producing mine in Bolivia. 

Mr. Brownson. Apparently you have had directly with every mine 
in Bolivia, and some received indirectly ¢ 

Mr. Watsu. Yes. 

Mr. Brownson. In other words, this represents in Thailand a little 
different situation and a little different program; is that right? 

Mr. WatsH. Somewhat; yes. I would agree that the Thailand 
contracts here were not properly policed. 

Mr. Brownson. You will agree that they were improperly drawn 
in the first place ¢ 

Mr. Watsu. Yes; and there were other problems down there. 

Mr. Brownson. Certainly they were not properly policed. 

Mr. Wausu. There was an opportunity, within the terms of the 
contract, and under the conditions of the country for tungsten, that 
tungsten could be brought in from Burma, which could not exist in 
other areas except in, say, Portugal or Spain, and we have run into 
some trouble there. That is being thoroughly policed in those 
countries. 

Mr. Brownson. Thank you very much. Are there any further 
questions ¢ 

There being no further questions, I ask unanimous consent of the 
committee to include in the record such other exhibits as may later 
be deemed pertinent to the inquiry by the staff or members of the 
committee, and also ask unanimous consent that such exhibits as have 
been introduced may be changed in order of sequence so that they 
may fit more logically with the hearings. 

There being no further witnesses to appear on this subject, the 
committee will adjourn, so far as questions on this matter is con- 
cerned, and we will meet again this afternoon at 2 o’clock, first for 
an executive session of about 15 minutes, and then for an open hearing, 
at which time we will proceed with the investigation of certain phases 
of personnel practices in the Department of State. 

(At 12:30 p. m., the committee recessed, to reconvene at 2 p. m., at 
which time it proceeded to the consideration of other business.) 
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INVESTIGATION OF UNITED STATES GOVERNMENT 
CONTRACTS FOR THE PURCHASE OF TUNGSTEN IN 
THAILAND 





FRIDAY, FEBRUARY 5, 1954 


Housr or RepresENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 10:21 a. m., in room 1501, 
New House Office Building, Hon. Charles B. Brownson, chairman of 
the subcommittee, presiding. 

(Present: Representative Charles B. Brownson (chairman of the 
subcommittee), Katherine St. George, Bill Lantaff, and Harrison A. 
Williams, Jr.) 

(Also present: Maurice Mountain, staff director; Arthur Perlman, 
staff member; and Athena Gianakos, clerk.) 

Mr. Brownson. The meeting of the International Operations Sub 
committee will come to order. 

This meeting has been called in response to a request of Mr. Lowell 
J. Bradford, attorney for the Mae Lama Mining Co., Chiengmai, 
Thailand, for the privilege of being heard by this subcommittee in 
connection with certain violations of tungsten purchasing contracts 
which the United States has with certain tungsten mining companies. 

You will recall that these contracts were the subject of public 
hearings before this subcommittee a few weeks ago. I think at the 
outset it is in order for me to make a matter of record the reasons 
why a closed session is appropriate. 

It is my understanding that the testimony we will receive here this 
morning involves serious allegations of improper conduct on the part 
of certain United States officials. As will be made clear as the testi- 
mony develops, the truth of these allegations cannot be verified by 
independent check at the present time. It has been the consistent 
practice of this subcommittee to place in the public record only those 
facts and statements which investigations made by the subcommittee 
have determined to be true. In keeping with this practice, I have 
felt it to be in the best interests of all concerned that publication of 
the testimony we are to receive today be withheld until further verifi- 
cation has been made. 

The essential reason, therefore, for calling this hearing is to place 
the subcommittee in a position to make an intelligent determination of 
what steps should be taken to pursue this investigation further. In 
other words, we have no desire to have any publicity or in any way 
embarrass the United States officials against whom these allegations 
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of impropriety have been made until we have received the allegations 
and have had an opportunity to investigate them thoroughly before 
the matter is made public. 

We have with us this morning Mr. Sujat Sucharitakul, Mr. Lowell 
J. Bradford, and an interpreter for Mr. Sujat Sucharitakul. 

Mr. Braprorp. Mr. Chairman, may I present Mr. Sujat Sucharita- 
kul and Dr. Suchit Hiranprueck. We call them, for the purpose of 
clarity, Dr. Suchit and Mr. Sujat, because it is easier than Dr. Hiran- 
prueck and Mr. Sucharitakul. 

Mr. Brownson. I quite agree with you. 

At this time I would like to ask Mr. Mountain if he will call the 
roll of the subcommittee for the purposes of establishing a quorum. 

Mr. Mounrarn. Chairman Brownson. 

Mr. Brownson. Here. 

Mr. Mountain. Mrs. St. George. 

Mrs. Sr. Grorce. Here. 

Mr. Mounrarn. Mr. Lantaff. 

Mr. Lanrarr. Here. 

Mr. Mountarn. Mr. W:lliams. 

Mr. Wriu1aMs. Here. 

Mr. Brownson. Congressman Meader is absent; Congressman 
Holtzman and Congressman Judd are absent. There is a quorum pres- 
ent. The subcommittee will proceed with the hearings. 

I will ask that Mr. Sujat and Mr. Bradford stand, please, to be sworn 
for the purposes of this testimony. 

Do you and each of you solemnly swear that the testimony you will 
give to this subcommittee will be the truth, the whole truth, and noth- 
ing but the truth, so help you God ? 

Mr. Braprorp. I do. 
Mr. Sucwarrraxut. I do. 


TESTIMONY OF SUJAT SUCHARITAKUL, MANAGING DIRECTOR, 
MAE LAMA MINING CO., AND LOWELL J. BRADFORD; ACCOM- 
PANIED BY SUCHIT HIRANPRUECK, INTERPRETER 


Mr. Brownson. Thank you. 

Do you understand, Mr. Sujat, the oath that you have just taken? 

Mr. Sucwarirakun. Yes; I understand. 

Mr. Braprorp. Mr. Chairman, may I say a word? 

Mr. Brownson. Yes, Mr. Bradford. 

Mr. Braprorp. When I wrote the letter which you have read into 
the record requesting or suggesting an executive session, at that time 
it was not known whether Mr. Sujat would be available in person, and 
it was possible that I might have appeared as counsel to read his state- 
ment or affidavit. We made great efforts to secure a clearance for him 
to come here personally and to make this statement in person and to be 
available for any additional questions that the committee would want, 
and I am in my proper role, not that of a witness, but that of counsel 
advising him concerning his answers. He is the sole witness here. 

Mr. Brownson. Well, whenever possible, the subcommittee always 
likes to swear counsel, too, so if anything does come up, if there is 
any point in the testimony, if there is any ‘information that the attor- 
ney has knowledge of that the client hasn’t knowledge of, that will 
be accepted in the testimony. 
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Mr. Braprorp. Yes, sir. 

Mr. Brownson. How would Mr. Sujat like to proceed? Would 
you first like to read into the record his statement ? 

Mr. Braprorp. Yes, sir. 

Mr. Brownson. Would you piease read the statement, then? 

Mr. Braprorp. Would the chairman indulge us a moment? 

Mr. Brownson. Certainly. 

Mr. Hiranrrveck. He would like to ask me, the interpreter, to read 
this. Would that be all right? 

Mr. Brownson. If you would read it for him? 

Mr. Hiranprveck. Yes. 

Mr. Brownson. May I ask, Mr. Sujat, was this statement prepared 
by you in English or was it prepared in your own language and trans- 
lated ? 

Mr. Braprorp. Both. 

Mr. Brownson. Has Mr. Sujat read this statement in English, and 
does he understand it in English, and in signing it he approves of its 
truth in every way ? 

Mr. SucwarirakuL. Yes. 

Mr. Braprorp. May I add, Mr. Chairman, that Mr. Sujat’s English 
isnot bad. Ithink your committee is familiar with that fact—that he 
can discuss, at great trouble, in English with various personnel, but 
he does not understand either slang terms or passive verbs, and he 
loses the meaning, such a meaning as this, “We found that to be true,” 
and in a meeting of this importance he deems it advisable to be com- 
pletely clear on every point, but his English in reading is excellent, 
and he has read this statement many times, prepared it himself. 

Mr. Brownson. That is fine. That is exactly what we wanted to 
establish, of course. 

Mr. Wiut1aMs. Mr. Chairman, may I inquire as to the interpreter, 
where he is from and his relationship ? 

Mr. Brownson. The interpreter is here as a private citizen of Thai- 
land, although he is officially with the United Nations. 

Mr. Hiranrrvecr. That is right. 

Mr. Brownson. And he has volunteered to come down here and help 
Mr. Sujat on this particular situation. 

Off the record. 

(Discussion off the record.) 

Mr. Brownson. On the record. 

Will you proceed, please. Mr. Bradford will read into the record 
the statement of Mr. Sujat. 

I will ask you, Mr. Sujat, to listen very carefully, because when we 
are through with the statement I am going to ask you whether this is 
accurate in every way as the statement which you present. 

Will you proceed, Mr. Bradford. 

Mr. Braprorp. Will you read with me? 


STATEMENT OF SUJAT SUCHARITAKUL, MANAGING Director, Maz LAMA MINING 
Co., CHIENGMAI, THAILAND—IN RB GENERAL SERVICES ADMINISTRATION (EPS) 
Contract No. GS—OOP-474 (SCM) 


My name is Sujat Sucharitakul, and I am a citizen of the Kingdom of Thai- 
land. I have traveled to Washington in order to represent my company before 
various agencies of the United States Government. 

I am managing director of the Mae Lama Mining Co., with main offices located 
at 176 Chaiyabhoom Road, Chiengmai, Thailand. I maintain my residence in 
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Chiengmai. The Mae Lama Mining Co. is a partnership, organized pursuant to 
the laws of the Kingdom of Thailand, for the purpose of mining operations, 
mostly tungsten ores. 

During 1950, the commercial market price of tungsten ores rose to above $70 
per unit. Various representatives of the United States Government visited 
Thailand in an effort to purchase from the Mae Lama tungsten mines which were 
the largest producers in Thailand. 

A Mr. Riker of MSA personally inspected the Mae Lama mines with me, to 
determine the condition and equipment available. 

Near the end of 1950 there were certain Chinese traders who came to Bangkok 
and who were also interested in the procurement of Mae Lama tungsten ores. 
At this time a Mr. Putnam of the RFC of the United States Government was 
stationed in Bangkok. 

The Royal Thai Department of Mines advised me to sell tungsten to the 
United States through Mr. Putnam, who had made such a request. It was 
considered a good act of friendship and politically a good move for Thailand if 
the tungsten was sold to the United States 

I, therefore, communicated with Mr. Putnam and offered to sell 600 tons for 
a period of 1 year at the prevailing market price. If I secured new modern 
equipment, which was planned, I could produce this amount. Mr, Putnam pro- 
posed a 3-year contract for 2,000 tons. When these negotiations were going 
on, the market price in Bangkok was $78 per unit (approximately the first week 
in January 1951). 

The United States Government could not pay the market price and could only 
pay $65 per unit. 

The contract was formally completed and signed by Mr. A. J. Walsh, as Acting 
Commissioner, Emergency Procurement Service, General Services Administra- 
tion, on January 19, 1951, calling for 2,000 long tons over a period of 3 years 
(April 1, 1951 to March 31, 1954) from the Mae Lama mines. The estimated 
total of units provided for was 150,000 long-ton units of tungsten trioxide, and 
the total value of the contract was $9,750,000. 

At this time the Mae Lama Co. operated a group of five mines. Under Thai 
law only one person or one entity can be granted a lease concession for purposes 
of mining. Each lease covers a tract of land which may be explored and devel- 
oped for minerals. However, by agreement various leaseholders can join opera- 
tions of their several leases under one management. That is the way the Mae 
Lama Co. operated. My company, as a legal entity, could only hold 1 lease from 
the Thai Government, but by agreement, 4 other leaseholder companies, in 
which my company owned shares, joined together under the management of 
Mae Lama Co. 

The contract was No. GS-OOP-474 (SCM) and I was advised that it covers 
a strategic and critical mineral urgently needed for the United States Govern- 
ment stockpile. 

The contract did not define the Mae Lama group, merely using the words 
“Mae Lama mines.” There was no limitation on the number of mines and no 
geographical location of any particular mine or any number or definition of any 
lease or leases, although this information was available from the Thai Depart- 
ment of Mines in Bangkok. 

My company was using primitive methods to mine the ores. To produce such 
a large quantity my company borrowed heavily and ordered approximately 
$300,000 worth of new equipment from abroad. My company received no 
assistance from the United States Government to do this, we did it as private 
businessmen in order to fulfill our contract. 

The Mae Lama mines are located in inaccessible jungles and mountains and 
the ore was transported down the mountains on a man’s back, and then oxen 
transported it to a point where it could be moved near the port of Bangkok. 
The equipment required a year’s time before it was designed, ordered, financed, 
and shipped to Bangkok. It required another 6 months before my company could 
transport and install this modern equipment at the mines, or the later part 
of 1952. 

In addition, my company had to request other leaseholding mining companies, 
in which my company also owned shares, to enter into agreements with the Mae 
Lama group, to produce tungsten in order to fulfill the large delivery require- 
ments of the contract. These companies, 6 in number, had previous commit- 
ments, and the Mae Lama group had to wait until these commitments were filled 
before these companies joined, 1 at a time, to a total of 11 by March 1953. 
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The Mae Lama mines with its primitive equipment at the time of execution 
of the contract, would have had difficulty in fulfilling the quantities called for 
without ordering and installing new equipment and by agreement with other 
leaseholding companies in which Mae Lama owned shares, increasing the number 
of mines in the Mae Lama group producing under the GSA contract. 

This fact was well known to the United States Government, whose officials 
had inspected the mines and equipment prior to the contract, and to whom all 
such information was available through the Thai Department of Mines. This 
fact was also omitted from the contract due to the speed with which the contract 
was negotiated and signed. I believe that the United States Government officials 
who negotiated the contract were in such an urgent hurry to secure tungsten in 
1950 and in January 1951, especially $78 high purity tungsten at $65, that they 
neglected to cover many important details in the actual writing of the contract. 
Geographie locations, names and number of mines, number of leases, description 
of equipment and other pertinent information is missing from contract No. 
GS—OOP-475 (SCM). 

Mae Lama continued to produce and ship tungsten, with the use of primitive 
equipment, until the last quarter of 1952. The equipment was being installed 
and with other mines coming into the Mae Lama group, as described above, I 
advised the GSA representative in Thailand that shortly my production troubles 
would be remedied and that soon I would be able to produce and ship a minimum 
production of 50 to 60 tons per month, which in fact after March 1953 was 
produced, and can be produced at the present time. 

The General Services Administration (EPS) had changed personnel and a 
new GSA manager came to Bangkok after the contract was signed and work 
started. 

The GSA manager for Thailand, with offices in Bangkok, during the last 
quarter of 1952, commenced threatening to cancel the Mae Lama contract on the 
grounds of slow deliveries. This GSA manager informed me personally that he 
had received instructions from Washington and Tokyo to cancel the Mae Lama 
contract unless production was increased. I explained to the GSA manager the 
difficulties with the primitive equipment and the fact that the new equipment 
had arrived and was being installed, and outlined the Mae Lama group plans 
for increased production by February 1953 which I have stated above. The GSA 
manager informed me, at various times and in various ways described below, 
during this period, that the United States desperately requires tungsten for 
its stockpile program from any Thai source whatsoever, as long as the quality 
and purity assayed the same, and that the Mae Lama group must either increase 
its production immediately, or if this could not be done, Mae Lama must allow 
other Thai companies who were producing tungsten to ship their ores through 
the Mae Lama contract. I was informed by the GSA manager, in person, and 
through various methods described below, that if Mae Lama did not acquiesce 
to this request, the Mae Lama contract would be canceled outright. This would 
cause tremendous loss of investment, labor, and equipment, and I protested and 
tried to prevent this happening. The Mae Lama production was rising and by 
the first quarter of 1953, I would be able to produce 50 to 60 tons per month. 
All of this would be lost if the contract was canceled. 

The GSA manager continued to exert this pressure and coercion upon me and 
my company. Mae Lama was forced to agree or else lose everything we had 
done for a year and also lose our chance to recoup our investment when our pro- 
duction increased several months later. 

The GSA manager appeared to be very close to a certain Thai citizen, one 
Captain Sarasas, sometimes pronounced Sarfsas. I have seen them together at a 
great many places, and in the GSA office at the American Embassy. On informa- 
tion and belief I state that Captain Sarasas acted as intermediary for the GSA 
manager, carrying his messages, and repeating his orders to Mae Lama and the 
other companies. 

Upon information and belief, I state that the GSA manager directed that 
certain other Thai companies with whom the manager had dealings, to make 
shipments through the Mae Lama contract, when the Mae Lama deliveries fell 
behind. Instructions would issue to Mae Lama from the GSA manager to accom- 
plish such shipments, through Captain Sarasas. The GSA manager, in person 
and in my presence, informed Captain Sarasas and me that the manager was 
issuing instructions to expedite the assaying of one particular such shipment 
in order to make sure that the ores were of similar quality as Mae Lama ore. 

I was personally away from Bangkok much of the time, as my business required 
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my presence in Chiengmai and at the mines. Mae Lama and I operated through 
agents in Bangkok. These agents also have personal knowledge of these facts. 

Mae Lama, through its agent, would draw upon the letter of credit and pay 
the entire $65 per unit to the Thai company making the shipment, less $2 per 
unit, which was delivered to Captain Sarasas. Upon information and belief, wit- 
nesses, records, and documents are available in Bangkok which it is believed will 
prove that this amount was divided between Captain Sarasas and the GSA 
manager. 

Mae Lama Mining Co. has not participated financially in such a practice, has 
received no remuneration, and has not gained anything but freedom from the 
threatened cancellation of its contract. Several agreements and understandings 
were entered into and some were signed whereby Mae Lama was to be given 
a division of money, but none of these agreements were operative as for as Mae 
Lama is concerned, and Mae Lama Mining Co. nor any of its officers ever received 
any remuneration from such practice. 

At the time the GSA manager directed this action, Mae Lama was informed 
by the GSA manager that such a practice would only last for several months 
until Mae Lama production increased and Mae Lama would then fulfill all 
delivery schedules. The GSA manager, in person and through Captain Sarasas, 
informed me that this practice was desired by the United States Government 
to fill the stockpile of critical strategic minerals. 

I could not appeal to anyone. The GSA manager maintained offices in the 
American Embassy and was the United States Government official in complete 
charge of GSA and EPS affairs in my country. The GSA manager informed me 
of directives he received by way of cables from Tokyo and Washington, but he 
never showed me these alleged documents. 

I couldn’t take a chance and protest through other channels to Washington 
because my company was behind on deliveries at the time, and this would be 
going over the head of the United States Government official in charge with whom 
my company had to work. 

I was advised by the GSA manager that such a practice was normal and usual 
when the United States Government urgently wanted a requirement, and that 
the only United States regulation involved was whether the United States 
received—which it did—high-purity tungsten of a qualify assaying out in accord- 
ance with the specifications of the contract. 

During the first quarter of 1953, Mae Lama production increased, as stated 
above, and the GSA manager negotiated a compromise amendment to the Mae 
Lama contract personally with me. The GSA manager informed me that the 
Tokyo GSA office had suggested an amendment whereby Mae Lama would ship 
only 10 to 15 tons per month. I was never shown this alleged communication, 
but it was not normal that I should ask to see it. I protested strongly and again 
informed the GSA manager that Mae Lama production, due to the new equipment 
and agreements with other leaseholders totaling 11 mines, had reached 50 to 60 
tons per month, and I offered a compromise amendment whereby Mae Lama would 
ship a total of 360 tons every 6 months until the total quantities were delivered. 

The GSA manager told me that his Tokyo office directed that a compromise 
amendment be executed by me on behalf of Mae Lama calling for delivery of 
not less than 150 tons or more than 180 tons per quarter, and reducing the total 
from 2,000 long tons to 1,306 long tons. The value of the contract was reduced 
from $9,750,000 to $6, 366, 750. 

This compromise amendment was marked amendment No. 1 and was signed 
March 17, 1953, by Mr. Hamilton Morton, contracting officer, in the Far East 
office of EPS, Tokyo. 

I accepted this compromise amendment on behalf of the Mae Lama Co., in a 
spirit of good faith with the United States Government. My company didn’t 
want to reduce the quantities and total value because we had just reached 
production ability to carry out what we thought were the urgent desires of the 
United States Government. However, we agreed, only after the GSA manager 
informed me that we must accept. 

Before this amendment was signed, Mae Lama had installed all the equipment 
and by agreement had a total of 11 leases. The GSA manager was informed 
by me of the names and location and numbers of the 11 leases, which were to 
produce the amended quantities. The GSA manager issued a verbal directive 
that all Mae Lama shipments under the amendment should be accompanied by a 
certificate of origin issued by the Royal Thai Department of Mines, showing the 
origin of the ore. The GSA manager in writing also requested the Royal Thai 
Department of Mines to issue certificates for the 11 mines. The department of 
mines already had inspectors at each of the individual mines, which were ap- 
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proved by the GSA manager to produce under the amended contract, and the de- 
partment agreed to issue certificates as requested. 

The practice on certain occasions of other Thai companies shipping ores to 
make up delivery balances, which I state upon information and belief, was 
originated, directed, dictated, and supervised by the GSA manager, stopped com- 
pletely at the time of negotiation of the amendment in February 1953. 

Shipments went forward pursuant to the Amendment No. 1, from the eleven 
mines in the Mae Lama group— with attached certificates of origin from the 
Thai Department of Mines until August 19538, when the United States Govern- 
ment suspended procurement and payment under the contract without any prior 
notice. 

One shipment of 40 tons was being loaded in Bangkok Harbor and could not 
be stopped when the suspension notice arrived in Bangkok. This 40 tons is 
now stored in a Free Zone to Mae Lama’s account in New York Harbor pending 
final decision in this matter, as GSA refused to accept delivery. 

Another 40 tons was shipped approximately 30 days before the suspension 
notice arrived in Bangkok. Pursuant to the practice, the United States paid 
80 percent of the value as the shipment left Bangkok. The ore was shipped to 
New York for final assays and testing prior to final payment of the 20-percent 
balance. EPS refused and still refuses to pay the 20-percent balance, amounting 
to approximately $41,000, even though this ore is in the possession of the United 
States Government, and the assays and tests have long since been accomplished. 

I came to Washington as soon as possible after the suspension, because in 
Bangkok I could not find out the reason for the suspension. My company is 
still heavily in debt, and now faces bankruptcy if this contract is not performed, 
and if Mae Lama cannot repay the large obligations we incurred in order to be 
able to fulfill our contract. 

The market price of tungsten has dropped to $20 at the present time. It 
was dropping in 1953, and during August 1953 went below $40 for the first time 
in recent years. This was the time GSA suspended procurement and payment. 

I did not want to believe that the United States Government would renege 
on its contractual obligations due solely to the fact that the commercial market 
price has dropped below half of the $65 contract price, and I inquired at the 
Washington ollices of the Emergency Procurement Services for the reason for 
suspension. 

I was advised by the officials of EPS that the reason for the suspension was 
the fact that certain shipments of tungsten concentrates shipped under the Mae 
Lama contract appeared to have originated from other than the Mae Lama 
mines, from certain information received by the United States Government. 

I denied that any ores were shipped that did not originate in 1 of the 11 
mines in the Mae Lama group after the amendment No. 1. 

I denied that any shipment of ore had ever been made through the Mae Lama 
contract that was not fully approved and directed by the EPS official in charge 
in Thailand, or that Mae Lama had ever knowingly performed any improper 
act contrary to the rulings of the EPS official in charge in Thailand, in the 
operation of the contract. 

The EPS officials were very courteous and considerate and informed me that 
certain records from Bangkok which were available to them appeared to indi- 
eate that various shipments were made on the Mae Lama contract with other 
Thailand mining companies named and shown as the originating mine in certain 
instances. I explained that Mae Lama itself was only 1 mine and that each ship- 
ment from the 11 different mines in the Mae Lama group would have an attached 
certificate of origin naming the particular mine which produced the ore. 

The EPS officials requested me to secure proof and documentation to explain 
the origination of the ores and the naming of companies other than Mae Lama 
on certain documents and records. 

I stated that I would cable Bangkok and try to secure the evidence they 
requested. 

I did not feel free at that time to fully explain to the EPS officials or else- 
where the details of the allegations I have made in this statement on informa- 
tion and belief, and from certain personal knowledge, concerning the pressure 
and directives given to me and to Mae Lama during the approximate 4-month 
period before the amendment by the GSA manager in Thailand, 

It was most difficult for me to believe that the EPS officials in Washington 
did not know of the actions and rulings of their own officials in charge of tung- 
sten procurement in Thailand. At this conference at EPS I learned, and Mae 
Lama as a company learned, for the first time that it was not the policy, desire, 
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or request of the Washington officials of EPS or GSA to procure tungsten from 
any Thailand source, provided the quality and specifications were the same. 
For the first time, October 1953, my company was informed that this practice 
was improper, might be construed as a breach, and was unknown to EPS head- 
quarters in Washington 

My company instructed me to negotiate in Washington on a high plane, and 
the Mae Lama Co. officials and I did not care to cause any embarrassment to 
anyone. 

I have conducted a review of the entire operation of this contract by cables 
and correspondence with Bangkok in an effort to see if sufficient evidence 
can be brought to Washington to convince the EPS officials of the position 
of the Mae Lama Co., as outlined in this statement. 

The results of the review convince me and the Mae Lama Mining Co. that 
it is impossible to bring the witnesses who are available in Bangkok and other 
documentation and records to Washington. 

Therefore, I offer the full cooperation of myself, my company, and the Mae 
Lama officials, my personal agents in Bangkok and elsewhere in Thailand, and to 
any investigator of this subcommittee, or any other United States Government 
investigator, and urge that such an investigator go to Bangkok to determine the 
facts set forth in this statement. On information and belief, as a result of my 
recent survey, evidence by way of witnesses who possess personal knowledge, 
documents, and business records are available in Bangkok to such an investigator 
to show that the Mae Lama Co. was the innocent victim of a practice into which 
the company was forced for several months by the United States official super- 
vising this contract, and that the Mae Lama Mining Co. did not benefit in any 
manner except to avoid cancellation. 

The same information I present here I will make available to officials of EPS. 
I will also request EPS to take action to corroborate my statement and to end 
the 6 months’ suspension and to commence procurement of tungsten from Mae 
Lama under a properly policed and supervised contract, which is clearly drawn 
and completely understood by both parties. It is hoped that EPS will take 
such action as soon as possible to prevent the occurrence of financial ruin to my 
company and severe economic loss by way of dollar exchange and revenues to 
my country. 

SusatT SUCHARITAKUL, 
Managing Director, Mae Lama Mining Co., Chiengmai, Thailand. 

Mr. Brownson. Mr. Sujat, you have listened carefully and com- 
pared the statement as read by Mr. Bradford with the statement as 
prepared by you. Is this the statement which you prepared and does 
this represent your testimony 1n this case ? 

Mr. SuCHARITAKUL. Yes, sir. 

Mr. Brownson. Thank you. 

Mr. Sujat, how many mines or leases to mines were owned or con- 
trolled by Mae Lama when the contract with the United States Gov- 
ernment was first negotiated ? 

Mr. Hiranrprueck. At that time the Mae Lama group owned more 
than 10 mines, but not all of them were licensed by the Department 
of Mines. 

Mr. Brownson. They owned more than 10 mines but not all of these 
mines were licensed by the Department of Mines; is that right, Mr. 
Sujat / 

Mr. SucHaArrraKuL. Yes. 

Mr. Hrranrrveck. Licensed to operate. 

Mr. Brownson. Licensed to operate by the Department of Mines. 

How many mines or leases owned or controlled by Mae Lama when 
the contract was first negotiated were licensed to operate by the De- 
partment of Mines? 

Mr. Hrranprvueck. Five or six mines. 

Mr. Brownson. Five or six mines. What was the official . 
tion of these 5 or 6 Mae Lama mines which were licensed when the 
contract was first negotiated ¢ 
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Mr. Hiranrrurck. He hasn’t received the official information to 
this account, but oo will be ready to show it if required afterward. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. Brownson. On the record. 

Mr. Sujat, first we will ask you if you will supply the information 
in answer to that question from your records for our records. 

Will you make a note of that, Mr. Bradford ¢ 

Mr. Braprorp. Yes, sir. 

(This information had not been supplied to the subcommittee up 
to the time the printing of the hearings was authorized.) 

Mr. Hiranrervueck. Will you please put the question once again ? 

Mr. Brownson. Mr. Bradford has the question. It is question 
No. 4 on our prepared list, except that we have further defined the term 
“Mae Lama mines” to include only the 5 or 6 mines which Mr. Sujat 
has said were licensed for production by the Bureau of Mines. 

Mr. Braprorp. At the beginning of the contract ? 

Mr. Brownson. At the beginning of the contract. 

Mr. Braprorp. Yes, sir. 

Mr. Brownson. Now, Mr. Sujat, did Mr. Putnam, who was the 
RFC representative, tell you during the contract negotiations that 
no other mines in that area or elsewhere were to be allowed to deliver 
ore under the contracts which were not owned or controlled by the 
Mae Lama Co. at the time the contract was signed ? 

Mr. Sucnarirakut. No. 

Mr. Brownson. Now, that is in direct opposition to a statement 
which Mr. Putnam made to our investigators. Mr. Putnam said 
that he told you that no ore was to be delivered from mines in that 
area or elsewhere which were not owned or controlled by Mae Lama 
at the time of the signing of the contract. In other words, you 
couldn’t buy any more mines; you couldn’t contract for any more 
mines; you could only deliver from mines that you owned or con- 
trolled on the day that you signed the contract. 

Mr. Hiranprvrck. Mr. Putnam has never told him this. He 
wants to emphasize this fact. 

Mr. Brownson. You testify, then, Mr. Sujat, that Mr. Putnam 
never did tell you—— 

Mr. Sucwarttakut. No, never. 

Mr. Brownson. That you could deliver only from mines owned or 
controlled by Mae Lama on the day the contract was signed ¢ 

Mr. Hiranrrvurck. Both Mr. Putnam and Mr. Sujat had never 
discussed such a thing, such problem concerning the operation of 
mines or anything else. 

Mr. Brownson. I just want to repeat this and ask Mr. Sujat to 
answer. 

You never did discuss with Mr. Putnam the limitation of production 
under the contract to mines owned or controlled by Mae Lama at the 
date of the contract? 

Mr. Braprorp. Mr. Chairman, there is no limitation in this contract 
whatsoever on the number of the mines, as we stated in here. The 
contract. speaks for itself. The whole subject matter is in three 
words, “Mae Lama mines,” plural, and the contract specifically states 
that any matter that is not written in there is not a provision of that 
contract, such as all Government contracts write. 
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[ will admit, sir, I think it was a very poorly worded and described 
contract, and ves subject to any interpretations of any kind, but it 
wasn’t in there. 

Mr. Brownson. Of course, the point we want to establish with Mr. 
Sujat is not the contract itself but the question of whether or not 
Mr. Putnam did talk to him about the limitation of production under 
the contract, and not only to consider the testimony which Mr. Putnam 

viven our investigators, 

In other words, there was no discussion about this point with Mr. 
Putnam prior to or at the time of the signing of the contract ? 

Mr. Sucnarirakuu. No, neve r. 

Mr. Hrranrrveck. He would like to explain another point. That 
means that he wouldn’t be in \ positio n to produ ce that much unless 
he had new equipment in the operations. 

Mr. Brownson. You mean he did discuss with Mr. Putnam that 
he would not be able to produce without the new equipment, is that 
right ? 

Mr. Sucwariraku. Yes. 

Mr. Hrranrrveck. Yes. 

Mr. Brownson. Well, it seems to me in making a contract of this 
kind, if I were representing the United States Government the first 
thing | would want to know is what Mae Lama owned in the way 
of mines. 

Mr. Braprorp. That is right, sir. 

Mr. Brownson. Did he ever ask you that? 

Ir. Hiranprueck. He has never asked such a question. 

Mr. Witx1ams. How many times did you talk to Mr. Putnam before 
this contract was signed ? 

Mr. SucnwarirakvuL. Two times, sir. One was I went to see him 
and had to drop the contract, and after we have completed some words 
in the beginning of the contract, signed it. 

Mr. WiuturaMs. Did anybody alse negotiate for you with Putnam? 

Mr. Sucuariraku.. Yes, sir, my friend. 

Mr. Hrranprveck. One of his friends who acted as something like 
an interpreter. 

Mr. Wit11aMs. Were you with him? 

Mr. SucwartrakuL. Every time. 

Mr. WitiraMs. But there were only two times? 

Mr. Sucuarirakut. Yes. 

Mr. Brownson. Mr. Sujat, isn’t it true that you got this contract 
as a 5-year contract because you were going to make capital improve- 
ments in your mine to expand production / 

Mr. Sucnariraku. That is right. 

Mr. Brownson. And you did discuss that with Mr. Putnam ? 

Mr. SucuariraKut. Yes. 

Mr. Hrranrrveck. In the first place, Mr. Sujat told Mr. Putnam 
that it wouldn’t be possible for him to produce 2,000 tons, and Mr. 
Putnam said, “Never mind; just try and try to increase your pro- 
duction.” The 2,000 tons is the maximum quantity of ores. If 
he produces less he might deliver less. 

Mr. Brownson. In other words, Mr. Putnam said that was a figure 
to shoot at? 
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Mr. Hiranprveck. Yes, that is what he did, he would try to reach. 

Mr. Brownson. How much money did Mae Lama spend on capital 
improvement, and for which of the mines or leases ¢ 

Mr. Hiranprueck. Approximately to purchase equipments, about 
$300,000. 

Mr. Brownson. Around $300,000, And which of the mines or leases 
were you going to put that equipment in ¢ 

Mr. Hiranrerurck. The equipments were intended mainly for one 
big mine, so-called Mae Sariang District. 

Mr. Braprorp. The big producer, tell him that. 

Mr. Brownson. Mae Sariang District! 

Mr. Hrranrrvueck. Yes. 

Mr. Brownson. Now, was this $300,000 worth of capital improve- 
ments installed in the 5 or 6 original mines under contract to Mae 
Lama ? 

Mr. Hiranrrurck. Among this 5 or 6 mines there was one 1 mine 
which should produce the most. The other 4 or 5 were not quite as 
fertile, not as rich. 

Mr. Brownson. Not as rich? 

Mr. Hrranrprveck. Not as rich, yes. 

Mr. Brownson. So most of your equipment went into the one mine. 

Now, in that the original mine that you speak of when you speak 
of the original Mae Lama Mine? 

Mr. Hiranrpruerck. No, the Mae Lama is the name of the District, 
one district there. 

Mr. Brownson. Yes, but in your statement, on page 2 of your state- 
ment, you say “My company, as a legal entity, could only hold one 
lease from the Thai Government.” 

Mr. Sucwarirakutn. Yes. 

Mr. Brownson. Now, which was the one lease that your company 
held as a legal entity ? 

Mr. Hiranprvurck. In the Mae Sariang District. 

Mr. Brownson. In other words, the equipment went into the mine 
which you leased directly as the Mae Lama Co., the lease which you 
could legally hold? 

Mr. Hrranrrveck. Yes, the majority of it 

Mr. Brownson. The majority of the equipment? 

Mr. Hiranrrveck. Yes. 

Mr. Brownson. Now, was that mine the majority of that equipment 
went into owned by the Mae Lama Mining Co. at the time the contract 
was signed ? 

Mr. Hiranprveck. It is quite complicated. 

Mr. Braprorp. Mr. Chairman, I think we have the answer to that. 

I think this should go on the record as coming from the interpreter 
who translated this to me, and I have got it. 

Mr. Brownson. Or you can read it into the record and we will ask 
Mr. Sujat if that is his answer. 

Mr. Braprorp. During negotiations and in the beginning just be- 
fore the signing of this particular contract the Mae Sariang, which 
is the big producing mine, was titled in the name of a Mr. Suchit— 
no relation whatsoever to our interpreter—who was an official and a 
partner in the Mae Lama group. 
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This group, during the negotiations, was formed by agreement; in 
order to carry out this contract the Mae Lama group agreed with 
various producers of these five to six mines, including the one they 
had which wasn’t as good as the big producer in the area, Mae Sari- 
ang, but they had agreed by the agreement, which is correct under 
Thai law and proper under Thai law, to operate under Mae Lama 
management. 

Mr. Sujat, the titled leaseholder of the big producer, by agreement, 
became an officer and Mae Lama a partner of the Mae Lama group 
and it was operated under Mae Lama management, and that agree- 
ment was agreed to before the execution of the contract and put into 
practice just after, put into effect just after the contract was signed. 

Mr. Brownson. Is that correct, Mr. Sujat? Is that the testimony 
which you wish to give? 

Mr. SucHariTaKwu.. Yes, sir. 

Mr. Brownson. Is there a further means of identification of the Mr. 
Suchit mentioned in that testimony ? 

Mr. Hrranprveck. K-u-a-w-o-n-g; that is his last name. He is the 
former manager of the Mae Lama Mining Co. 

Mr. Braprorp. Prior to this agreement he was the manager of the 
Mae Lama Mining Co., this Mr. Suchit we are referring to. 

Mr. Brownson. Did you get a full name for him? Will you spell 
it into the record, please. 

Mr. Braprorp. K-u-a-w-o-n-g is the gentleman’s last name, and 
S-u-c-h-i-t is the first name, similar to our interpreter. 

I might add, he also stated this. In requesting the issuance of li- 
censes either to first explore and then develop and then produce from 
the Thai Department of Mines—and there is a different license for 
each one of those—they must be issued, the request must be made in 
the name of one entity again. The Mae Lama had one and could not 
by law go to the Thai Department of Mines in the Mae Lama name 
and ask that this Mae Sari: ing listed under the name of Suchit Kua- 
wong be operated by license to Mae Lama. Mr. Suchit would have to 
do that himself under Thai law, but by agreement into this partner- 
ship group which was formed specifically as a result of these negotia- 
tions and agreed to prior to these negotiations, Mr. Suchit’s mine— 
he uses that phrase because he was the licensed leaseholder—moved 
into this group under the control of the Mae Lama Co., which was the 
management company, and as further evidence of that fact, Mr. Su- 
chit was formerly general manager of the Mae Lama Co, itself. 

Mr. Brownson. Now, did Mr. Putnam understand, did you ever tell 
Mr. Putnam that you were going to take other leaseholders into your 
group? i f 

Mr. Hiranrrveck. In fact, there had been almost no discussion 
at all. 

Mr. Brownson. Well, I don’t want to—— 

Mr. Hiranprvueck. The contract was written in Washington. 

Mr. Brownson. Yes, I know the contract was written in Wash- 
ington. 

Mr. Hiranrrveck. And sent out for his signature. 

Mr. Brownson. But I would like very much to get a yes or no 
answer to that question, if it is possible. 

Mr. Hiranrrveck. Yes. 
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Mr. Brownson. In other words, was the matter of taking other 
leased mines into the agreement discussed with Mr. Putnam before 
the signing of the contract? 

Mr. Sucuwarrrakuu. No. 

Mr. Hiranrrurck. No. 

Mr. Brownson. No. When were these capital improvements in- 
stalled in the mines? 

Mr. Hiranprvueck. At the end of 1952. 

Mr. Brownson. The end of 1952? 

Mr. Hiranrrvueck. The latter half, the second half of 1952 

Mr. Brownson. The latter half of 1952. Were they mostly im- 
provements for getting the ore out of the mines or were they improve- 
ments for processing the ore? 

Mr. Hiranrprvurck. Just for the improvements of production, to get 
the ore out. 

Mr. Brownson. But I mean, what did you spend the money for— 
railroad cars, flotation tables—what did you buy with the $300,000? 

Mr. Hiranrrveck. There were the pumps. 

Mr. Brownson. Mostly it was pumps? 

Mr. Hiranrrveck. Hydraulic pumps, or whatever you call it. 

Mr. Brownson. Was that used in the separation of the ore or used in 
getting the ore out of the ground ? 

Mr. Hrranrprveck. Getting the ore out. 

Mr. SucnuarirakuL. Getting the ore out. 

Mr. Hiranrprveck. By using the force of the power. There has 
been no processing or refining. 

Mr. Brownson. There is no processing and refining equipment at 
the mines; is that right, Mr. Sujat? 

Mr. SucuarirakuL. Yes, sir. 

Mr. Brownson. Thank you. 

Did the Mae Lama later arrange with Mr. Snell for the addition of 
six other leases to the Mae Lama group ? 

Mr. Hiranrervurck. Mr. Snell wrote a letter to the Department of 
Mines in this connection. 

Mr. Brownson. What was Mr. Snell’s official position—well, did 
you arrange with Mr. Snell personally for the addition of the six 
other leases ¢ 

Mr. Braprorp. Mr. Chairman. 

Mr. Brownson. Yes. 

Mr. Braprorp. May I give his answer and have him certify it 
correct ? 

Mr. Brownson. All right. 

Mr. Braprorp. He states that when he reached a total of 11 and 
was able to produce the amounts stated in his statement he sent a 
letter to Mr. Snell as GSA EPS manager in Thailand informing 
Mr. Snell of the fact that he had 11 total, gave their identification, 
and Mr. Snell wrote a letter to the Thai Department of Mines request- 
ing the certificates of origin and indicated the approval of his office 
that the 11 mines operate under the amendment under the contract. 

Mr. Brownson: In other words, prior to that letter you had ar- 
ranged with Snell to include these mines? 

Mr. Sucwarirakut. No. 
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Mr. Hiranrprveck. There had been no arrangement with Snell. 

Mr. Braprorp. He was advised. 

Mr. Brownson. Did you make any arrangements with Snell through 
an intermediary, through a third party, your partner or your agent 
or anybody 4 

Mr. Braprorp. There is a misunderstanding. He thought you 
meant that he worked this entire increase of 11 out with Mr. Snell 
alone, and he and Snell got together and worked out the increase of 
11. That is not correct. 

During the negotiations leading up to this amendment—which were 
very long—as he stated, certain individuals were presented ; different 
positions were presented ; at various times he would talk to Snell or 
through the intermediary named here; Captain Sarasas would come 
to see him and inform him that either Snell would help him or 
wouldn't help him in the amendment by amounts of ore in the amend- 
ment but nothing was ever stated about Snell giving him 11 mines 
total. It was a matter of approval or information given by his com- 
pany to Sne ‘ll, which was then later transferred to the Thai Depart- 
ment of Mines. 

That is the difference he wishes to give. 

Mr. Brownson. In your statement here, I notice you never identify 
Snell by name in your prepared statement. What was Snell’s official 
position at this time ? 

Mr. Sucnarirakut. GSA manager. 

Mr. Brownson. He was the GSA manager in Bangkok? 

Mi. Sucwarirakun. Yes. 

Mr. Brownson. So anything in your statement referring to the 
GSA or the EPS manager in B: ingkok refers to Mr. Snell? 

Mr. Sucwaritaku.. At that time? 

Mr. Brownson. At that time. 

Mr. Sucwaritakun. That is right. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. Brownson. On the record. 

At the conclusion of this off-the-record discussion the committee 
has been in conference and has decided that they will ask Mr. Perlm: an 
if he will check further with Mr. Sujat and Colonel Bradford in 
order that we may understand language difficulties and everything 
else, and line up the balance of this testimony. 

We wll meet again at 2: 30 this afternoon in order to get the balance 
of the testimony and the points clearly established, whic ‘h I think will 
be a help to Mr. Sujat and will enable him to testify and will also 
enable us to be sure that we have a quorum for that part of the 
testimony. 

Mr. Braprorp. It will save time, too. 

Mr. Brownson. Yes, I think so. So we will recess until 2: 5U this 
afternoon. 

(Whereupon, at 11:40 a. m. a recess was taken to 2:30 p. m. the 
same day.) 


AFTERNOON SESSION 
Mr. Brownson. The meeting will come to order. Our investigator, 


Mr. Perlman, indicates Mr. Bradford would like to open the afternoon 
session by making a statement. 
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Mr. Braprorp. Yes, sir. 

Mr. BROWNSON. W ill you p le: ase proceed, Mr. Bradford ? You 
were sworn this morning ? 

Mr. Braprorp. Yes, sir. 

If ] may, I would like to answer with regard to question No. 7. 
The answer thereto, which after our discussion caused the meeting to 
adjourn. We have since compared our notes and recollection, and 
Mr. Perlman on a telephone call from me was informed exactly of 
the facts he has related to this committee. 

At a subsequent conversation with me I reiterated the said facts 
regarding the answer to question Es My client had informed me of 
these facts in a long conversation the day before. 

He mentioned 11 mines. He said as to a second agreement, which 
we will come to later, and I used the phrase, “You already had five. 
This mus t pert ain to an additional six.” I used the phrase “addi- 
tional six” to Mr. Perlman and it was incorrect. The second agree- 
ment Mr. Sujat informed me always did relate to the entire 11 mines. 
That will be fully explained later. 

I wanted to clear up the fact that Mr. Perlman was informed by 
me incorrectly as a result of my misunderstanding with my client, with 
no interpreter in my office that afternoon. 

Mr. Brownson. Mr. Sucharitakul, then as a result of these con- 
ferences, can you give mea “ves” or “no” answer to question 7? Did 
the Mae Lama subsequently arrange with Snell for the addition of 
six other leases to the Mae Lama group? 

oe SuCHARITAKUL. No, sir. 

:. Brownson. We will go down now to question 8. 

W. as Mae Lama able to make deliveries as stipulated in the contract 
during the first year? 

Mr. Braprorp. To save time, I could state these answers quickly 
and succinctly and he could then verify these. We have discussed 
these. 

Dr. Hrranprvueck. Yes. We have discussed them. 

Mr. Braprorp. He maintained the delivery schedule up until the 
last quarter of 1952, and then due to transport difficulties he fell 
behind. He was behind during the last quarter of 1952, when these 
occurrences started. 

Mr. Brownson. Is that correct, Mr. Sucharitakul ? 

Mr. Sucnarirakun. Yes, sir. 

Mr. Brownson. Actually did you at any time during the first year 
fall behind the 10 tons a month which constituted the minimum which 
you were supposed to deliver? 

Mr. SucHariraKwuL. Yes. 

Mr. Brownson. Question No. 9. 

Was Mae Lama threatened with a cancellation of its contracts by 
Mr. Snell ? 

Mr. SucHarirakun. Yes. 

Mr. Brownson. At what time were you threatened ? 

Mr. Sucnarrraxu. The latter part of 1952. 

Mr. Brownson. Will you describe for us the visits by Captain 
Sarasas to you after Snell had threatened the cancellation of the con- 
tract ? 

Mr. Braprorp. Captain Sarasas came to see Mr. Sucharitakul after 
a threatening conference held with Mr. Snell. In other words, Mr. 
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Snell threatened to cancel the contract and then Captain Sarasas then 
came to see Mr. Sucharitakul personally. The fact is that Mr. Such- 
aritakul has seen of his own personal knowledge Captain Sarasas and 
Mr. Snell at various places in and about Bangkok from time to time, 
and together in the office of the American E mba assy and in other places, 
which led him to believe definitely that Captain Sarasas was engaged 
in an activity with Mr. Snell wherein Captain Sarasas acted as ‘inter- 
mediary, carrying messages and giving orders on behalf of Mr. Snell. 
Mr. Brownson. Do you understand that testimony which your 
counsel has given on your behalf? 

Mr. SucHariraKu.. Yes. 

Mr. Brownson. Is it correct ? 

Mr. SuCHARITAKUL. It is correct. 

Mr. Lanrarr. Mr. Chairman, may I ask a question ¢ 

Mr. Brownson. Yes, Mr. Lantaff. 

Mr. Lantarr. How long after these conferences would Captain 
Sarasas ordinarily appear ¢ 

Dr. Hrranrrurck. On the same day or the day following. 

Mr. Lantarr. Within a matter of a few hours, in other words? Or 
not later than a day following? 

Dr. Hrranprurck. Not later than a day. 

Mr. Lanrarr. Did Captain Sarasas appear to know of the confer- 
ences that you had had with Mr. Snell ? 

Dr. Hrranprueck. Yes. 

Mr. Brownson. May I clarify that? Did Captain Sarasas tell you 
things that only a man who had talked with Mr. Snell could know? In 
other words, you had your conferences with Mr. Snell, just the two of 
you. When Mr. Snell came to talk to you you were in the office and 
Mr. Snell was in the oflice—just the two of you? 

Mr. SucHarirakw.. Yes. 

Mr. Brownson. Did Captain Sarasas ask you questions or give you 
information which only a man who knew what went on in that private 
conference between you and Mr. Snell could know about ? 

Dr. Hrranprueck. Yes. 

Mr. Brownson. Did Captain Sarasas tell you that he had influence 
with Mr. Snel?” 

Mr. Sucwarirakut. Yes. 

Mr. Brownson. Did he tell you he had influence in Tokyo? 

Mr. Sucuarirakun. Yes. 

Mr. Brownson. Did he tell you that you would not have to worry 
about cancellation of the contracts because he had influence in Tokyo 
and he had influence with Mr. Snell ? 

Mr. SucHariraku. Yes. 

Mr. Brownson. What proposition did Captain Sarasas make to 
you ¢ 

Mr. Braprorp. A clarifying question, Mr. Chairman. 

Mr. Brownson. Yes. 

Mr. Braprorp. Is that with relation to the first agreement, or just 
the first time 

Mr. Brownson. This is particularly in relation to his influence in 
Tokyo. 

Off the record. 

(Discussion off the record.) 
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Dr. HrranrruceK. Captain Sarasas was in a position to see to it that 
the contract would not be canceled. 

Mr. Brownson. What did Captain Sarasas want from you in return 
for this favor ? 

Mr. Sucnarirakvut. To ship his ores in this country. 

Mr. Braprorp. Off the record. 

Mr. Brownson. Yes. 

(Discussion off the record. ) 

Mr. Brownson. Did Captain Sarasas expect to make his reward for 
protecting your contract by the profit he would make on selling the 
ores from the other companies if you would inclede them with your 
shipment ? 

Mr. Sucwarirakut. Yes. 

Mr. Brownson. Did you put anything in writing along these lines? 

Mr. Sucuarrrakut. You mean the first agreement ? 

Mr. Brownson. The first agreement. 

Mr. SucuariTaku. Yes. 

Mr. Brownson. Did this agreement include a payment of $2 a unit 
to a certain private party ? 

Mr. Sucnarirakut. Yes. 

Mrs. Sr. Grorce. Mr. Chairman, do I understand that was put in 
writing ? 

Mr. Brownson. Yes. I believe we already have that in the record. 

Mr. PertMan. That was the second agreement. 

Mrs. Sr. Grorcr. The first agreement was put in writing showing 
this $2 to an unnamed party. 

Mr. Pertman. That is correct. 

Mr. Brownson. Did Mr. Snell tell you to make sure that the assays 
of the other ores should correspond to previous deliveries ? 

Mr. Sucnariraxut. Only one particular shipment. 

Mr. Brownson. Only one particular shipment ¢ 

Mr. SucnarirakvuL. Yes. I was in Chiengmai most of the time. 

Mr. Brownson. When was this first agreement entered into? 

Mr. Sucuarirakvut. In the latter part of 1952. 

Mr. Brownson. Did you personally negotiate this agreement? 

Mr. Sucnarirakutn. Yes. 

Mr. Brownson. Who was present ? 

Mr. Sucnarirakvun. Captain Sarasas and Mr. Rajani. 

Mr. Braprorp. He misunderstood the question. He was personally 
present with Captain Sarasas, but he was not personally present with 
Mr. Snell. His agents were present. 

Mr. Brownson. We will develop that. But you personally nego- 
tiated this first agreement ? 

Mr. SucuArrrakut. No. With Mr. Snell, no. 

Mr. Brownson. At the first meeting? 

Mr. SucwariTaAku.. That is correct. 

Mr. Brownson. Then was the agrement completed at that first 
meeting ? 

Mr. Sucnarirakun. No. Not completed yet. 

Mr. Brownson. There were other meetings then ? 

Mr. Sucnariraku.. Yes. 

Mr. Brownson. Were you present at the other meetings ? 

Mr. SucHArITAKUL. No. 
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Mr. Brownson. You were not! 

Mr. SUCHARITAKUL. No. 

Mr. Brownson. Who was present at the other meetings ¢ 

Mr. SucnarirakuL. My representative. 

Mr. Brownson. Who was your representative 

Mr. SucwarrrakuL, At that time Mr. Rajani. 

Mr. Brownson. Who else was present ¢ 

Mr. SucHariraku.. Captain Sarasas. 

Mr. Brownson. And who else? 

Mr. SucuarirakuL. Mr. Snell. 

Mr. Brownson. Where were these meetings held?’ Where were 
these negotiations held ? 

Mr. SucuarirakuL. In my knowledge in Mr. Snell’s house. 

Mr. Brownson. To your knowledge they were in Mr. Snell’s house ? 

Mr. Sucwarirakuu. Yes. 

Mr. Brownson. Was the first meeting in Mr. Snell’s house? 

Mr. SucmArirakut. Maybe the second or third meeting. 

Mr. Brownson. Did you know about these meetings! Were you 
informed in advance that the meetings were taking place ¢ 

Mr. Sucuarirakvt. I learned from Mr. Rajani. 

Mr. Brownson. You learned about the meetings before they took 
place or after they took place? 

Mr. SucuarirakuL. Afterward. 

Mr. Brownson. Who was present at the meetings at Mr. Snell’s 
house ? 

Mr. SucwaritakvL. Mr. Rajani and Captain Sarasas and Mr. Snell. 

Mr. Brownson. Did your representative discuss with Mr. Snell and 

Captain Sarasas the payment of $2 to Mr. Snell on each long-ton unit, 
under the first agreement 

Mr. SucHArRITAKUL. I am informed by Mr. Rajani about this. 

Mr. Brownson. You were informed that he had discussed that ? 

Mr. SucHARITAKUL. Yes. 

Mr. Brownson. With Mr. Snell and Captain Sarasas? 

Mr. SucwarirakuL. Yes. 

Mr. Brownson. Did you sign any bank checks, or checks of any 
kind in blank? 

Mr. SucHaARITAKUL. Yes. 

Mr. Brownson. For the use of your Bangkok representative to pay 
for the extra contract ores? 

Mr. SucuarirakuL. Yes; very many checks. 

Mr. Brownson. Was Captain Sarasas paid $2 on each long-ton unit 
for the account of Mr. Snell 

Mr. Sucnariraku. No; I paid to Captain Sarasas’ account. 

Mr. Brownson. You paid it to Captain Sarasas’s account ? 

Mr. Sucuariraku.. Yes. 

Mr. Brownson. Did you have an understanding or did your repre- 
sentative have an understanding with Captain Sarasas that the money 
was to go to Mr. Snell ? 

Mr. SuCHARITAKUL. Yes. 

Mr. Brownson. All of it? 

Mr. Sucuarirakun. In my knowledge 





I would like to explain. 


Captain Sarasas told me that all of it, but I think it is not all of it. 
Mr. Brownson. Captain Sarasas told you that all of it was going 
to Mr. Snell but you do not believe that all of it did get to Mr. Snell? 








) 
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Mr. SucwarrrakuL. No, sir; I don’t believe. 

Dr. Hrranrrveck. Snell’s office in Tokyo and New York, and he 
used that one. 

Mr. Brownson. I didn’t understand that. 

Dr. Hirranrrvueck. That means this sum of $2 per unit would go to 
a certain party and Mr. Snell. That means some people at Tokyo 
and New York as well. 

Mr. Brownson. A certain party means some of it to Mr. Snell and 
some of it to people in Tokyo and some of it to people in New York? 

Dr. Hrranprveck. Yes. 

Mr. Brownson. Who was going to decide how much went to these 
people? Was that up to Captain Sarasas? 

Mr. SucwarirakuL. Captain Sarasas, 

Mr. Brownson. In other words, he was your 5-percenter ? 

Mr. Braprorp. He knows what that is. 

Mr. Brownson. The word has spread pretty well around the world 
by now. 

Mr. Lanrarr. Mr. Chairman. 

Mr. Brownson. Yes, Mr. Lantaff. 

Mr. Lantarr. Upon what information do you base the statements 
you have just made? 

Mr. Sucuarirakut. My representative told me, Mr. Rajani. 

Mr. Lanvtarr. Based on the information that you have received from 
your representative, is it possible that Captain Sarasas could have 
kept the entire $2? 

Mr. Sucuarrraxvun. Mr. Sarasas confirmed to me that he trans- 
ferred this money to a certain party and Mr. Snell, too. 

Mr. Lantarr. Did Captain Sarasas tell you that he had paid cer- 
tain sums out of the $2 per unit to both Mr. Snell and another party? 

Mr. SUCHARITAKUL. Yes, 

Mr. Lantarr. And did he give you any idea of who the other 
parties were? 

Mr. SucuarirakvL. I couldn’t recall the name. He has given me 
onceaname. Mr. 

Mr. Pertman. Mr. Hamilton—— 

Mr. Sucnarrrakut. Mr. Hamilton Morton. 

Mr. Lantarr. And Captain Sarasas said that he had sent portions 
of this money to Mr. Hamilton Morton ? 

Mr. SucHARITAKUL. Yes. 

Mr. Lantarr. Did he say how he had sent it to him? 

Mr. SucwaritakuL. Once he gave me a piece of paper and he 
wrote for me the name of that Chinese bank in Hong Kong, but I 
couldn’t recall the name at this minute. 

Mr. Lantarr. He told you he had sent portions of the funds to this 
Chinese bank in Hong Kong to be credited to the account of Mr. 
Morton ? 

Mr. Sucnaritakuu. No. Not to Mr. Morton. He gave me the name 
of the bank to send the money to. 

Mr. Lantarr. Send what money to? $65, or the $2? 

Mr. Sucwarirakut. I will explain: He came to me and talked to 
me that, “If you don’t believe me you may transfer this money directly 
to the bank at Hong Kong—the Chinese bank at Hong Kong.” 

Mr. Lantarr. $65. 

Mr. Sucwarrrakuu. No. I mean $2. 
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Lantarr. $2 per unit? 
SUCHARITAKUL. Per unit. 
Lantarr. Whom were you to tell the Chinese bank to credit 


with the amount of money that you sent # 


Dr. 


Hiranrrveck. He didn’t pay attention to that. Captain Sar- 


asas met him and said that, “If you don’t believe me you can transfer 
the money direct to Hong Kong to this bank,” and then he wrote out 


the name of the bank. 





Mr. SucnaritaKu. It was paid directly to Captain Sarasas. 
Mr. Lanvrarr. In other words, on these shipments that you made 
through your contract for ore that you did not produce . 
Mr. SucuariTakun. Yes. 
Mr. Lanrarr. Did you pay $63 to the originator of the ore and $2 
to Captain Sarasas? 
Mr. Brownson. Off the record. . 
(Discussion off the record.) 
Mr. Sucnarirakut. That is right. 
Mr. Lanrarr. Is that correct ? 
Mr. Sucnuarirakv.. Yes. 
Mr. Lantarr. Did you ever pay Captain Sarasas the entire $65 


per unit for ore that was shipped through your contract but did not 
originate in your mines? 


Mr. 


SucHarirakvL. If any lot of ores shipped by Captain Sarasas 


belonged to Captain Sarasas, or his company, I would pay him $65. 


Mr. 
Mr. 


Mr. 


Lantarr. So that you have paid the full $65 to Captain Sarasas? 


Sucwarirakun. Yes. 
Lanrarr. Can you tell us when you made such payments to 


Captain Sarasas, and relate to us the world market price of ore as of 
the dates of those payments / 


Mr. 
Mr. 


tion ? 


Mr. 


SucHARITAKUL. I couldn’t tell you now. 
Lanrarr. Can you supply the committee with that informa- 


SucHaArtrakKvL. I will try to get it for you. 


(This information had not been supplied to the subcommittee up 
to the time the printing of the hearing was authorized.) 


Mr. Lanrarr. Off the record, Mr. Chairman. 

Mr. Brownson. Yes. 

(Discussion off the record.) 6 
Mr. Lanrarr. That is all I have at this point. 

Mr. Witurams. May I ask a couple of questions? 

Mr. Brownson. Yes, Mr. Williams. ‘ 
Mr. WituiamMs. The checks were signed by you in blank? 

Mr. Sucwarirakut. Yes. 

Mr. Witiiams. Did you put on there who was to receive the money ¢ 

Mr. SucHarirakvuL. No. 

Mr. Wituiams. You just signed your name? 

Mr. SucHaritTakuL. In rg ank, and leave it to my representatives 

Mr. WitutAMs. To fill it in? 

Mr. SucHARITAKUL. Yes, 

Mr. Witauiams. Where are those canceled checks now ? 

Mr. SucuariraKu.. Maybe at the bank, 

Mr. Witurams. Maybe ? 


Mr. 


SUCHARITAKUL. Yes. 
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Dr. Hiranprveck. They could be made available to the investigator. 

Mr. Witz1ams. They could ¢ 

Mrs. Sr. Grorcr. Those canceled checks would be available? 

Dr. Hiranrrueck. Yes. 

Mr. Brownson. The fact that part of the $2 at least went to Mr. 
Snell would seem to be indicated by the fact that Mr. Snell was 
present at the meeting where the financial arrangements were made, 
wouldn't it ¢ 

Off the record. 

(Discussion off the record.) 

Mr. Brownson. Is it not true that at one time Captain Sarasas told 
you, Mr. Sucharitakul, that he had arrangements with Mr. Snell 
whereby Captain Sarasas could name the other companies who would 
be allowed to ship the ore? 

Mr. Sucuarrrakun. That is correct. 

Mr. Brownson. So since Mr. Snell was able to name those com- 
panies, and since the other ore was coming from companies named 
by Captain Sarasas, and through him by Mr. Snell, it would seem 
obvious that the transaction was conducted in complete agreement 
with both Captain Sarasas and Mr. Snell / 

Mr. SccuartrakuL. Yes, 

Mr. Brownson. And that any profit that accrued therefrom would 
be known by both Mr. Snell and Captain Sarasas / 

Mr. Sucuarirakut. Yes. That is correct. 

Mr. Brownson. Is it not true also, Mr. Sucharitakul, that Captain 
Sarasas and Mr. Snell both knew the total amounts of ore being 
shipped ¢ 

Mr. Sccwarrrakvut, It is true. 

Mr. Brownson. So in that particular case, as Mr. Snell sat in on 
the negotiations and you understood that he was to get a certain 
amount of money for every ton unit, he would be in a position to check 
very carefully and find out whether he had received the total amount 
of money to which he felt he was entitled ? 

Mr. Sucuartrakut. Yes. He had his own record. 

Mr. Brownson. What banks in Thailand were used for the purpose 
of paying Captain Sarasas the $2? 

Mr. SucnarrrakuL. The Bangkok Bank, Ltd. 

Mr. Brownson. Was that just deposited to an account there on 
which Captain Sarasas could write checks ? 

Mr. Sucnarirakut. He may put it in another bank. 

Mr. Braprorp. May I explain that ? 

Mr. SucnarrrakuL. My agent paid to Captain Sarasas. 

Mr. Brownson. Your agent paid the money to Captain Sarasas? 

Mr. SucHArITAKUL. Yes. 

Mr. Brownson. And what happened after that you do not know 
directly ¢ 

Mr. SucuarirakvuL, I promised Mr. Perlman to find out the rec- 
ords at the bank. 

Mr. Brownson, That is why you want Mr. Perlman to check the 
records of the bank and find out? 

Mr. SucuariraAKuL. Yes. 

Mr. Brownson. What happened to Captain Sarasas’ bank account ? 
Were these checks made out payable to Captain Sarasas? 

45487—54——25 
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Mr. SucuartrakuL. I don’t know. 

Mr. Brownson. You don’t know? You signed the checks in blank 
and gave them to your agent ? 

Mr. SuciarirakuL. Yes. 

Mr. Brownson. Did your agent make the checks payable to Cap- 
tain Sarasas, or don’t you know that? 

Mr. Sucwarrraku.. I haven’t checked that. 

Mr. Brownson. Because you get the checks back, you see. 

Dr. Hrranrrveck. No. It is not the practice in Thailand. 

Mr. Sucnarreakut. I will explain to you about the banks operating 
in Thailand. All our checks are never returned to me as in this country. 

Mr. Witautams. But vou said those checks were available. 

Mr. SuCHARITAKUL. Yes. 

Mr. Witirams. Where are they / 

Mr. Sucnarrrakut. In the bank. 

Mr. Witurams. They stay in the bank? 

Mr. Sucnartrrakvut. In the bank for a while. Every piece of check 
is kept in the bank. 

Mr. Wituiams. How long do they keep them ? 

Mr. Sucnarirakut. For many years. Ten ye ars, at least. 

Mr. Bri son. To the best of your knowledge did your agent ever 
go to the seni and have the checks cashed along with Captain Sarasas? 
Did your agent ever accompany Captain Sarasas to the ban oad were 
the checks cashed while your agent was res ‘re with Captain Sarasas ? 

Mr. Sucuarrrakut. My own agent has his own office with the B: ing- 
kok Bank, Ltd. He works with them and he works for me. 

Dr. Hiranrrvrck. That man who fills the check for Captain Sarasas 
sits in the bank itself a pmadetied treasurer there, and he is partner of 
Mr. Sucharitakul. The man needs to come to the fuk there and get 
the cash. 

Mr. Brownson. What was the approximate amount of money paid 
in the $2 payments under the first agreement ? 

Mr. Sucnarirakun. $15,000 to $20,000. 

Mr. Lanrarr. Mr. Chairman. 

Mr. Brownson. Mr. Lantaff. 

Mr. Lanrarr. At that point, how can you tell that there was from 
$15,000 to $20,000 paid under this agreement if you do not know how 
the checks were issued ? 

Mr. SucnarirakvL. I counted from the amount of ores. 

Dr. Hrranrprveck. It is oes here. 

Mr. Sucnarrrakut. And calculated to the balance in the bank. 

Dr. Hrranrrveck. It is only an approximation. 

Mr. Lanvarr. There must be some records in Mae Lama indicating 
how the money was paid to Captain Sarasas, are there not? 

Mr. SucuarirakuL. No. This is not inmy accounts or records at all, 
because it is separately in Bangkok. 

Mr. Lantarr. Would the bank records in Bangkok reveal how the 
$2 was paid to Captain Sarasas? 

Mr. SucwaritaAkuL. It is my recollection once Mr. Sarasas made the 
statement to me, “I am going to find out the amount of the money he 
received from my agents in Bangkok.” 

Mr. Lantarr. How can you prove at all that any money was paid 
to Captain Sarasas? 
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Mr. Sucwarirakut. The bank’s record. 

Mr. Lanvrarr. Well, the bank’s records would show checks from 
whom to Captain Sarasas ¢ 

Mr. SucwarirakuL. From my agent. 

Mr. Brownson. Signed by you’ 

Mr. SucHARITAKUL. Signed by me. 

Mr. Lantarr. In other words, you will have checks made payable to 
Captain Sarasas and signed by you ¢ 

Mr. SucHARITAKuL. Yes. 

Mr. Lanvarr. Will those checks be signed personally by you or as 
an officer of Mae Lama ‘¢ 

Mr. SUCHARITAKUL. Personally by me. We have no bank account 
in Bangkok for Mae Lama Mining Co. 

Mr. Lanrarr. So it was your personal account ¢ 

Mr. SucwariraKuL. Yes, 

Mr. Brownson. And these were the checks you signed in blank and 
turned over to your representative ¢ 

Mr. SucwarirakvuL, In blank. 

Mrs. Sv. Grorce. Who, incidentally, is the assistant treasurer of the 
bank, Mr. Lantaff. You were out of the room when that came out. 
Mr. Brownson. How long was this first agreement in operation ¢ 

Mr. Sucnuarrrakun. Three or four months. 

Mr. Brownson. Was there a second agreement entered into involv- 
ing extra contract ores / 

Mr. SucHArITAKuL. Yes. 

Mr. Brownson. With whom did you enter into this second agree- 
ment ¢ 

Mr. Sucnarrrakun., Kian Gwan Co. and Captain Sarasas. 

Mr. Brownson. When was this agreement entered into # 

Mr. SucHArIraAKUL. It was signed and discussed. 

Mr. Brownson. When did you complete it? 

Mr. Sucwaritakut. I think about April of 1953. 

Mr. Brownson. Will you tell us the story of how you happened to 
sign this second agreement and describe some of the negotiations that 
went on leading up to the second agreement ? 

Mr. BraprorD. We prepared this one for discussion and I would like 
to give his answer. 

Mr. Brownson. Before you answer that question I would like to 
ask Mr. Mountain again to call the roll, if he will, please. 

Mr. Mountain. Chairman Brownson. 

Mr. Brownson. Here. 

Mr. Mountain. Congressman Meader. 

Mr. Brownson. Absent. 

Mr. Mountain. Congresswoman St. George. 

Mrs. St. Grorer. Here. 

Mr. Mountarn. Congressman Judd. 

Mr. Brownson. Absent. 

Mr. Mountarn. Congressman Lantaff. 

Mr. Lanrarr. Here. 

Mr. Mountarn. Congressman Holtzman. 

Mr. Lantarr. Absent. 

Mr. Mountain. Congressman Williams. 

Mr. Witx1aMs. Present. 
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Mr. Brownson. Now will you proceed to answer the question, 
please? The Chair merely wishes to establish the fact that a quorum 
Is present, 

Mr. Braprorv. After the expiration of this extra contract ore, a 
+ to 4 months’ practice, the production of Mae Lama through the new 
equipment which was installed and in operation, and by agreement 
the merger of other leaseholders and mining companies to a total of 

|, Mae Lama was able to produce from 50 to 60 tons a month. There- 
fore, Captain Sarasas during the time the negotiations for the amend- 
ment to the contract—this contract was amended in March—and 
during the time these negotiations were going on concerning the 
amendment, Captain Sarasas approached Mr. Sucharitakul and in- 
formed him that if he had any difficulties in producing under the 
amendment which was planned under the contract that any balances 
that Mae Lama might not be able to fulfill he would see that the 
Kian-Gwan Co. would finance the procurement. He didn’t say from 
what source, but would finance the procurement of other ores to help 
Mae Lama again keep its contract from being canceled. 

Mr. Sujat first wishes to state that although this was placed in 
writing it was never operative for the happy reason that his company 
was able to produce as required and no moneys were paid under this 
agreement, but it was entered into in writing. And at the meetings 
with Captain Sarasas Mr. Snell’s name was mentioned in two ways: 
(1) That Mr. Snell had selected Kian-Gwan as the company; and 
(2) that Mr. Snell would participate in the payment of $2 per unit 
which was to be paid to Captain Sarasas on any ores so delivered under 
that agreement. 

Mr. Brownson. Is this the agreement, Colonel, that was included 
in the first record ¢ 

Mr. Braprorp. Yes, sir. I think it is. You gentlemen have that. 
You don’t have the first one. He has it. 

Mr. Brownson. The second agreement was the one introduced 
evidence in the record in connection with the first hearing. This 
time, Mr. Sujat, you did not deal through your agent, but you knew 
directly of your own first-hand knowledge that Mr. Snell was in- 
volved ? 

Mr. Sucnaritaxun. That is correct. 

Mr. Brownson. Was there any mention made at this time of the 
cancellation of your contract ? 

Mr. SucnariTaku.. Yes. 

Mr. Brownson. Who made that mention ? 

Mr. Sucnarrrakcn. Both Mr. Snell and Captain Sarasas. 

Mr. Brownson. At the same time, or did Captain Sarasas come 
around later ? 

Mr. Sucwarirakut. No. Not at the same time. 

Mr. Brownson. Did Captain Sarasas come in later and also men- 
tion that the contract might be canceled ? 

Mr. Sucnarrraku. Yes. 

Mr. Brownson. Did this agreement which has been included in the 
record previously, include a provision for a $2 payment to a private 
party ¢ 

Mr. Sucuarirakut. Yes, sit 
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Mr. Brownson. What was your understanding as to who that pri- 
vate party was! 

Mr. Sucwarirakuu. Captain Sarasas told me that Mr. Snell and 
Tokyo oflicers. 

Mr. Brownson. Mr. Snell and the Tokyo officers ¢ 

Mr. Sucwariraku.. Yes. 

Mr. Brownson. Did he mention any New York officials this time? 

Mr. Sucwarirakut. Yes. 

Mr. Brownson. Mr. Snell, the Tokyo officers, and the New York 
officers were to split the $2? 

Mr. Sucuaritaku.. Yes. 

Mr. Brownson. Did he tell you how much was to go to each? 

Mr. Sucwaritakuu. No. 

Mr. Brownson. He did not? Did you make any payments under 
this second agreement ? 

Mr. Sucnarirakvt. It never operated at all. 

Mr. Brownson. Never operated at all? Why not? 

Mr. Sucuarirakun. Because we can produce 50 to 60 tons a month. 

Mr. Brownson. Because you were able to produce enough ore to 
fulfill the contract and this agreement ? 

Mr. Sucwariraku.. Yes. 

Mr. Brownson. Did you arrange to purchase Mr. Snell’s automobile 
before he left Bangkok? 

Mr. Sucwarirakut. He asked me to help him selling out his car 

Mr. Brownson. What kind of a car was it? 

Mr. Sucwarrrakun. A Nash Rambler. 

Mr. Brownson. A Nash Rambler? 

Mr. Sucwaritakvuu. Yes, 

Mr. Brownson. How much did you pay Mr. Snell for his car? 

Mr. Sucwaritakut. 45,000 ticals. 

Mr. Brownson. How much was that in American money ? 

Mr. Sucuarirakun. Converted into dollars at that time around 17 
ticals a dollar. 

Mr. Brownson. That would be approximately $2,600 then? 

Mr. Sucwarirakun. Yes. $2,600 or $2,700. 

Mr. Brownson. Where was this money paid to Mr. Snell? 

Mr. Sucnarirakwut. I arranged an application for Mr. Snell to the 
National Bank of Thailand to permit to transfer into dollars. We 
have a Board of Control in Thailand. 

Mr. Brownson. What did you do with this automobile? 

Mr. SucHarirakut. I have sold it out already. 

Mr. Brownson. How much did you sell it for? 

Mr. Sucnarirakut. I am not sure about the price. My friend told 
me it is around 35,000 ticals. 

Mr. Brownson. You lost money on the transaction then? 

Mr. Sucnarrrakut. Yes. We lost around 10,000 ticals. 

Mr. Brownson. Do you usually buy things for more than you sell 
them for? 

Mr. Sucnaritakut. It was to help him. 

Mr. Witr1amMs. How long did you keep the car? 

Mr. Sucwarrraku.. Two weeks. 

Mr. Brownson. Did you buy the car knowing you would not be able 
to sell it for as much as you paid? In other words, did you expect to 
lose money on the deal ? 


45437—54——26 
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Mr. Sucuarirakut. Yes. I have expected already. 

Mr. Brownson. Were you prepared to make a gift to Mr. Snell just 
before he left Bangkok ¢ 

Mr. Sucuaritaku.. I tried to prepare it because everything—no 
trouble at all at that time going on. 

Mr. Brownson. Why did you want to make the gift? 

Mr. Sucnarirakut. Not too much expensive for elephants and 

Dr. Hrranprueck. Answer the question first. 

Mr. Brownson. Why did you want to give him a gift? 

Dr. Hrranprveck. As a favor to a friend. 

Mr. Braprorp, He ver like to add this. 

Mr. Sucnarirakv. Captain Sarasas told me Mr. Snell would come 
to be a big shot in the U. 8S. A., Washington. I had to be careful. 

Dr. Hrranrrveck. In the G. S. A.—General Services Administra- 
iton. 

Mr. Brownson. Did Captain Sarasas ever tell you that you would 
not have to make a farewell present to Mr. Snell because he, Captain 
Sarasas, had already made a big cash gift to Mr. Snell? 

Mr. Sucwariraxut. Yes. To Mr. nell and Mrs Snell too. 

Mr. Brownson. What was this business about the elephant? 

Mr. Sucuariraku.. He told me that the symbol of the Republicans 
is an elephant. 

Mr. Brownson. Yes. 

Mr. Sucnwarirakut. And in Chiengmai we have a custom that a 
wooden elephant—— 

Dr. Hrranprvueck. A carved elephant. 

Mr. Sucuarirakut. With good workmanship, and a as it is, 
to send the elephant to Mr. Eisenhower and to him. said that he 
is a Republican too. 

Mr. Revwenet. Oh, Snell said he was a Republican? 

Mr. Lan‘raFrr. I suspected that all along. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. SucnarirakvuL, And he told me give an elephant and silk to 
the President. 

Mr. LantaFr. This goes up pretty high. 

Mr. Sucuarrrakut. And to Mamie. We made it special because 
we saw in the pictures that she was bigger than a Siamese lady. 

Mr. Lantarr. Did you actually give him the elephant and silk for 
delivery to President Eisenhower? 

Mr. SucHaAriraKut. Yes. 

Mr. Lanrarr. And Mrs. Eisenhower ? 

Mr. Sucwarirakut. Yes. 

Mr. Pertman. With the compliments of the Mae Lama Mining Co. 
written on it. 

Mr. Brownson. Off the record. 

(Discussion off the record. ) 

Mr. Brownson. Mr. Sujat, do you have any further testimony or 
statements you wish to make before we close this hearing ? 

Mr. Susar. Yes. I have something more. 

Mr. Braprorp. We have talked over something, if I may read it 
for him as his statement. 

Mr. Brownson. Yes; if you would, please. 
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Mr. Braprorp. He is planning to make a request as soon as it is 
proper after this hearing to the Emergency Procurement Service 
to ask them to undertake the following course and take immediate 
action to accomplish the payment of the $41,000 for the 40 tons in 
a York in the free zone, and 200 tons which he has above ground 

ready for shipment; and also to take up the question of negotiating 
a proper contract, properly understood, with certain provisions and 
policed, and so forth. But he wants to state personally to this com- 
mittee that he feels as he has felt all the way through for 4 months 
with its staff members and members, that he has been treated impar- 
tially and he believes the Congress is the only place where he can 
receive such impartial treatment. It is the only place where he has 
been accorded any impartial treatment; and although he has not come 
out with this story prior to when he first mentioned it to Mr. Perlman 
and certain other people, it was for many obvious reasons. It was 
embarrassing. 

3ut he wants to make this crystal clear, Mr. Chairman: He is 
offering every facility available to him and to his company and to 
his countrymen in Thailand to an investigator, preferably of this 
committee. He has no confidence in an investigation conducted by 
General Services Administration because a Mr. Hoffnauer came down 
from Tokyo shortly after the suspension of this contract and con- 
ducted an alleged investigation which I think the committee is cog- 
nizant of, and has come to its own conclusions about. But he and his 
fellow countrymen believe it was purely a whitewash and a cover-up 
job, and any other such investigation would continue that type of 
practice. He wants an impartial investigation to get at the truth of 
this story, and he believes justice will be “done and end this 6 months 
slow death stalemate which is just about killing his company and 
hurting his country. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. Brownson. On the record. 

This concludes the statement that you have to offer? We want to 
extend our great appreciation to you for your cooper: ation and to 
assure you that we are very anxious to see that justice is done in 
this case. 

Dr. Hrranrprveck. Thank you. 

Mr. Sucwarirakun. Thank you. 

Mr. Brownson. Do you have any final questions, Mr. Lantaff? 

Mr. Lanrarr. I have none other than this: There was this state- 
ment in the original statement on page 5: 

Upon information and belief, witnesses, records, and documents are available 
in Bangkok which it is believed will prove that this amount was divided between 

Captain Sarasas and the GSA manager, Mr. Snell. 

I wish that you would, prior to leaving here, and with your counsel, 
furnish our staff with the names of the witnesses and what they w ould 
probably testify to, and the records and documents that are avail- 
able that would prove that the amount was divided between Captain 
Sarasas and the manager. 

Mr. Braprorp. All right, sir. 

Mr. Lanrarr. In other words, prior to making a decision as to 
whether or not one of the staff should go to Thailand, I would like 
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to know what witnesses, records, and documents are available to prove 
the allegations that have been made. 

Mr. SucuarirakuL. Mr. Chairman. 

Mr. Brownson. Yes, Mr. Sujat. 

Mr. Sucuarirakut. If you would kindly keep it entirely confi- 
dential. 

Mr. Lantarr. We will keep it confidential. 

Mr. Brownson. That is one thing I want to ask the members of 
the committee. The press have called me several times about this 
hearing today. I have simply told them Mr. Sujat was here as 
director of the Mae Lama Co. to tell us their side of this particular 
story. We are dealing in allegations which have not yet been sup- 
ported concerning the character and the operations of a United States 
Government employe e. For that reason, we have stamped all of these 
papers “Not for Release.” I will appreciate it if all of the members 
would treat this hearing as any executive hearing of the committee 
should be treated. 

Mr. Braprorp. May I ask one thing? 

Mr. Brownson. Yes. 

Mr. Braprorp. In view of the fact that he has been invited—and I 
think some word leaked out over at GSA concerning this exec ave 
hearing—he and I have been invited to various conferences by GSA 
by various staff members there. Are we in conflict, Mr. Chairman, 
by giving any of this information or any portion of it to GSA in 
these conferences after an executive session such as this? Are we 

violating any opinion or regulation or rule? 

Mr. Lanvarr. May I make a suggestion along that line? 

Mr. Brownson. Mr. Lantaff. 

Mr. Lantarr. I would suggest that it is the duty of these people 
to convey the facts not to any assistant or any deputy in General 
Services Administration, but to the Administrator of General Services 
Administration. It would be my suggestion that these people should 
convey the information to GSA, but only to the Administrator, and 
that when such conference is arranged that either the chairman of the 
committee or the director of the staff and Mr. Perlman be present at 
that time. 

Mr. Brownson. That exactly conforms to my thinking. I would 
like to ask Mr. Mountain if he would contact Mr. Ed Mansure and 
tell Mr. Mansure that it is the recommendation of this subcommittee 
that this information be related directly to him, and that we would like 
to be present at the time that interview is had. 

Mr. Braprorp. All right. We will not have any interviews until 
that is arranged. 

I would like to have one thing straight. He does want to doubly 
express the appreciation of himself and his countrymen for the fair- 
ness of the staff investigation, especially to Arthur Perlman, and for 
the assistance of Mr. Mountain; and the kindness of Mr. Kennelly, 
who tore him apart one day and then shook hands with him; and the 
committee gentlemen. He is impressed and you changed his mind 
about the operations of government in this country. 

Mr. SucnarrraKvL. That is correct. 

Mr. Brownson. Thank you very much. 

There is one thing I would like to have you do, Mr. Sujat. If you 
will, please identify this as the second agreement to which you have 
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referred. The copy at which you are looking, Mr. Sujat, is the copy 
of the second agreement as it was forwarded to us and as it has already 
been included as an exhibit in the first hearing. 

Mr. PertmMan. He says it is signed by his representatives. 

Will you read this and see whether it is or not ¢ 

Mr. SucuarrrakuL. That is the one I saw before my agent signed it. 

Mr. Braprorp. I would like to make a statement in here that all 
statements made by Mr. Bradford were merely an interpretation in 
English for Mr. Sujat and are not Mr. Bradford’s statements, but are 
Mr. Sujat’s own sworn statements. 

May we be excused, Mr. Chairman ? 

Mr. Brownson. Yes. We will now close the hearing in executive 
session. 

The closed executive session will come to order. The investigator 
who has been assigned primary responsibility for the de velopment of 
the Thailand tungsten case is Mr. Arthur Perlman of our staff. I 
would like to ask Mr. Perlman if he will very quickly brief the mem- 
bers of the committee on some of the information which he has been 
able to uncover here in Washington on other aspects of this case than 
those discussed by the witnesses this afternoon. 

Does this testimony, Mr. Perlman, rest primarily upon documen- 
tary evidence ? 

Mr. Pertman. I would say part of it does and part of it I myself 
made. 

Mr. Brownson. I would say in that case maybe Mr. Perlman should 
be sworn. 

Would you rise? Do you solemnly swear to tell the truth, the whole 
truth, and nothing but the truth, so help you God? 

Mr. Pertman. I do, sir. 

Mr. Brownson. Will you proceed, please ¢ 


TESTIMONY OF ARTHUR PERLMAN, STAFF INVESTIGATOR, HOUSE 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 


Mr. Pertman. On December 30, 1953, I examined the land records 
at the Arlington County Courthouse, Arlington, Va. These records 
show - it Alvin B. Snell and his wife Evelyn S. Snell had conveyed to 
them by the Decar Construction Corp. on or about June 16, 1952, 
a property known as 2427 North Sycamore Street, Arlington, Va. 

I examined the contract of sale at the Decar Construction Co. 
the same day. This contract called for the payment by Snell of 
$18,950 as the purchase price of the house. Settlement for the 
property was made on July 1, 1952, at the offices of Jesse, Phillips, 
Klinge & Kendrick, Courthouse Square, Arlington, Va. The settle- 
ment papers disclosed that at the time of settlement a certified check 
in the amount of $6,450 was paid to the seller of the property by 
Mrs. Snell’s sister, and attorney at law. The check was drawn on 
the Bank of Virginia, Newport News, Va. 

Further investigation revealed that there were about $500 in other 
incidental expenses connected with the settlement which was paid to 
the title firm and to the seller of the property. 

An examination was further made of certain records in the State 
Department. ‘These records show that on November 17, 1952, Mr. 
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William Spengler, who was then the Third Secretary attached to the 
Economic and Commercial Section of the Embassy-—— 

Mr. Brownson. Off the record a moment. 

(Discussion off the record.) 

Mr. Brownson. On the record. 

Mr. PerRi_MAN (continuing). In Bangkok, conducted an investi- 
gation of Mr. Snell in connection with “financial operations by Mr. 
Snell in Bangkok. This report shows that at the same time Mr. Snell 
was settling for his house in July 1952 and making cash payments 
of approximately $7,000 thereon, he also loaned $4,000 to an Ameri- 

can businessman in Bangkok. 

The Embassy report also discloses that in August 1952 Mr. Snell 
acquired a Nash Rambler automobile from Mr. Tan, of the Kian- 
Gwan Co., of Bangkok, Thailand. The automobile was reported 
to be a payoff in connection with a rice contract which had been 
negotiated by Snell with the Kian-Gwan Co. 

The Embassy report further states that before Mr. Snell left 
Bangkok he had issued to him an insurance policy in the amount 
of $2,000, covering certain personal jewelry and cameras owned by 
Snell and his wife. Mr. Snell declared at the time the policy was 
issued that almost all of the jewelry and cameras had been acquired 
by him during his residence in Bangkok. 

Furthermore, I interviewed Mr. Lawrence F’. Putnam, special repre- 
sentative of the RFC in Bangkok, at the committee offices in Wash- 
ington, D. C. Mr. Putnam stated that in the spring of 1953 he 
accidentally entered Mr. Snell’s office in Bangkok, Thailand, and 
saw several piles of 100 baht notes on Mr. Snell’s desk. The baht 
is the official currency of Thailand. It was Mr. Putnam’s belief 
that these notes would approximate $2,500 in American currency. 

In other words, total assets exceeding $13,000 have been traced to 
Mr. Snell during the first 7 months of his stay in Bangkok. Against 
this must. be shown the amount of his salary during the same period. 
Mr. Snell, according to the personnel files of the Emergency Procure- 
ment Service was a GS-14, employed at an annual salary of $9,600 
plus certain living allowances. During the first 7 months of 1952 
his salary would amount to approximately $6,800. Mr. Snell’s wife 
was also reported to be employed as a teacher in Bangkok at a salary 
of $150 a month. Mr. and Mrs. Snell’s total net income during this 
period would be the $6,800 earned by Snell, plus the further sum of 
approximately $1,000 earned by Mrs. Snell, less such living expenses 
as were paid during the first 7 months of their stay in Bangkok. 

Mr. Brownson. Off the record. 

(Discussion off the record.) 

Mr. Pertman. However, we are still in the process of determining 
what his allowances were in Bangkok during that period. 

Mr. Brownson. Is that essentially all of the evidence you have? 

Mr. PerutMan. Yes, sir. 

Mr. Brownson. Thank you, Mr. Perlman. 

Off the record. 

(Discussion off the record.) 

Mr. Brownson. There have been several courses of action for the 
subcommittee outlined under tab 5. I have discussed this matter in 
some detail with Mr. Lantaff. I know he believes that the fourth 
alternative, the alternative of pursuing the investigation as a joint 
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subcommittee-GAO activity is the one that he would prefer. This 
solution offers us most of the advantages of a straight subcommittee 
inquiry while giving a certain amount of flexibility as to how far we 
have to commit our own very limited staff. It also to me exemplifies 
the type of executive-legislative cooperation which would underwrite 
an investigation of this type. 

On January 25 of this year I wrote the Honorable Lindsay Warren, 
Comptroller General of the United States, asking him particularly 
what steps we would have to take to request the General Accounting 
Office to investigate this matter in the field. 

Off the record. 

(Discussion off the record.) 

Mr. Brownson. I believe that is all the business we can properly 
take up at this time before the subcommittee. I have discussed in- 
formally with the members before the meeting the question of pur- 
suing the Dawson inquiry further and the proposition of dispatching 
a cablegram to Mr. Duncan Webb, a staff writer for the British Sunday 
newspaper, the People, and inviting him to appear before the com- 
mittee at his own expense and asking him to set dates at which his 
appearance in the United States would be most convenient, so that we 
may select the one on which the committee would meet to hear the 
evidence he has collected in connection with the surplus property oper- 
ations of the various companies in which Mr. Dawson, Mr. Allingham 
& Associates are interested. 

This apparently met with the approval of the subcommittee as dis- 
cussed, and if there is no objection at this time we will proceed on that 
basis as agreed, 

Is there any other business to come before the subcommittee ? 

(No response. ) 

Mr. Brownson. The subcommittee will adjourn. 

(Whereupon, at 4:05 p. m. the subcommittee adjourned. ) 
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GENERAL SERVICES ADMINISTRATION, 
EMERGENCY PROCUREMENT SERVICE, 
Wahington 25, D. O., October 21, 1958. 
Mr. HARLAN P. BRAMBLE, 
Chief, Metals and Minerals Staff, Office of International Materials Policy, 
Department of State, Room 400E, State Annex 7, 21st and C Streets, 
NW., Washington 25, D. C. 

DeAR Mr. BRAMBLE: Further reference is made to your letter of August 12, 
1953, and my letter to you of August 21, 1953, with respect to the subject of 
EPS Thailand wolframite contracts. 

As you will recall, Mr. Walsh and I met with you and other representatives 
from your department on August 17, 1953, and it was verbally agreed that the 
new Ambassador to Thailand, then about to depart for Bangkok, should look 
into this matter upon his arrival in Thailand. Subsequently, we were verbally 
advised that the new Ambassador was not receptive to investigating this matter. 
Consequently, our Tokyo office was then instructed to send Mr. E. W. Hoffnauer 
of that office to make the investigation of this matter on the ground in Thailand. 

Mr. Hoffnauer conducted his investigation in Thailand during the period 
September 6 to 26, 1953, and following his return to Tokyo, came to Washington 
to advise us directly as to his findings. Mr. Hoffnauer’s investigation did not 
unearth the existence of any documentary evidence in support of the allegations 
made in prior Embassy Bangkok communications, either from the files at the 
Embassy or frem other sources of information available which were investi- 
gated during his stay in Thailand. In view of this development, this Service 
does not have any documentary evidence to legally support cancellation of the 
contracts in question for reasons of delivery of material from unauthorized 
sources of origin. 

In view of the content of Embassy-Bangkok dispatch 291, dated October 8, 
1953, this Service proposes to maintain the suspension order covering our Thai- 
land tungsten contracts pending a legal determination of the sufliciency of the 
documentary evidence which Embassy-Bangkok has reportedly developed since 
Mr. Hoffnauer’s departure from Thailand. In Embassy-Bangkok dispatch 291, 
received in my office vesterday afternoon, the Embassy states in part that, 
subsequent to Mr. Hoffnauer’s departure from Thailand, it has recently de- 
veloped documentary evidence not only of flagrant violations of the Mae Lama 
contract, but also of conspiracy through written agreement by specified persons 
to defraud the United States Government under this contract. It is our under- 
standing in reading EMBDES-291 that the stated documentary evidence is to 
be incorporated in or transmitted with EMBDES-292, which reportedly was 
being prepared at the time of transmission of EMBDES-—291. 

In taking the action suspending the contractors’ rights to deliver under the 
contracts in question, this Service had assumed that the firm statements from 
Embassy-Bangkok were substantiated by admissible documentary evidence 
sufficient to support action for cancellation of the contracts. Consequently, 
it would be appreciated if this newly developed evidence could be transmitted to 
Washington and this Service without delay, in order that legal sufficiency of 
the documentary evidence for supporting a cancellation action may be deter- 
mined as quickly as possible. 

Very truly yours, 
T. V. WILpDER, 
Director, Materials Research and Analysis Division. 
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Exursit 50 
BRIEFING PAPER FOR MR. HOFFNAUER 


Mae LAMA MINING Co., September 25, 1958. 
Lot No. 45: 
Shipper: Messrs. Tham Rong Co., as agents for Mae Lama Mining Co. 
Consignee: General Services Administration, New York, N. Y. 
Carrier: Olga Maersk, departed Bangkok May 31, 1953. 
Shipment: 327 bags of wolfram ore, weighing 16,449 kilos (approximately). 
Covered by June 2, 1953, letter (certificate of origin) from the Acting Direc- 
tor General of the Mines Department. 
Export permit No. 88, May 30, 1953, issued by the Mines Department at 
Bangkok. 

Examine the Mines Department copy of the export permit and get the following 
information: 

1. Was the export permit issued to the Mae Lama Mining Co.? If not, to whom 
was it issued? 

2. Is a mining lease number given on the export permit? If so, in whose name 
is the lease? 

8. The number of the royalty receipt or receipts will be listed on the export 
permit. What are the royalty-receipt numbers? Where were the royalty 
receipts issued? 

a. Examine the Mines Department copies of the royalty receipts. To 
whom were they issued and under what authority (mining lease or purchase 
permit) ? 


ExnHrsit 51 


EMERGENCY PROCUREMENT SERVICE, 
FAR EASTERN OFFICE, 
Tokyo, Japan, June 24, 1953. 
Re Bangkok Embassy Dispatch 877 
Mr. A. J. WALSH, 
Commissioner, General Services Administration, Emergency Procurement 
Service, Seventh and D Streets SW., Washington, D. C. 

Dear AL: In response to your cable for comments on Bangkok Embassy dis- 
patch 877 dated May 11, 1953, the following is submitted for your information. 
The conclusions stated have been determined from a study of the dispatch and 
our Tokyo files together with information derived from a survey by E. W. Hoff- 
nauer, the assistant manager, during a recent visit to Bangkok. 

There is little doubt that the wolfram contracts in question have been violated 
by furnishing ore from sources other than the mines stipulated in the respective 
contracts and it is evident that the manager of the Bangkok branch office was 
unable to, or did not determine definitely that such a situation prevailed. How- 
ever, it appeared logical to this office to accept the certification of the Director 
General of the Mines Department of the Thai Government regarding the origin 
of the material in the absence of evidence to the contrary and the manager of 
the Bangkok office was instructed to obtain such documents. We are not in a 
position to question the integrity of a high official in the Thai Government even 
after reading the following statement on page 21 of the dispatch: 

“EPS Bangkok chose to accept the certificate of origin of the Director General 
of the Mines Department, whose certificate the Embassy believes to be almost 
worthless in view of his reputation for corruption and in view of his close con- 
nections with the wolfram suppliers in question, especially the Mae Lama Mining 
Co. people.” 

In respect to the failure to report the drastic drop in price, the Bangkok branch 
manager did inform Tokyo of local market fluctuations and, as your files will 
disclose, such information was passed to Washington. However, his confidence 
in the Mines Department certificates of origin apparently prevented him from 
associating the increased deliveries with the increase in price differential. 

Even though it may appear there was a lack of aggressiveness on the part of 
the Bangkok manager in obtaining definite and substantiating information con- 
cerning contract performances, it is not believed the adverse situation was 
created by GSA-EPS, but could be the result of the alleged unorthodox business 
methods of the contractors involved, smuggling operations, and/or manipula- 
tions by local traders in wolfram ore. 
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It appears that decisions concerning the whole program will have to be made 
considering the present stockpile requirement for Thailand wolfram and the 
political aspects as outlined in paragraph 3 on page 37 of the dispatch. If it is 
determined to maintain the higher price in Thailand for development, subsidy, 
or political reasons, it is our recommendation that all the active contracts be 
amended to bring the deliveries in line with actual production. If quantity 
purchase is to be the determining factor, the present contracts should be canceled 
and new contracts negotiated at a lower price for the purchase of all wolfram 
offered. In such a total purchase program, however, it would be exceedingly 
difficult to distinguish between Thai wolfram and alleged smuggled Burmese 
wolfram. 

If we are authorized to amend the contracts in question, we would desire to 
designate new inspectors, which is the prerogative of the Government. ‘The firm 
now doing the inspection work is a local Thailand concern, and there is possi- 
bility for collaboration with the contractors and Thai Government officials. In 
this respect there is an American-controlled inspection and surveying service with 
a competent staff and well-equipped laboratory in Bangkok which could be desig- 
nated as the inspection service, and from which we would require an authentic 
mine-source certificate, as well as sampling and analysis data. We would con- 
tinue to obtain the certificate from the Director General of the Mines Depart- 
ment for comparative purposes. This should eliminate the doubt surrounding 
the origin of future shipments. 

We have endeavored to present the solution of the problem concerning the pur- 
chase of tungsten 1n Thailand for your consideration and decision; however, it 
may be possible to obtain additional information from A. B. Snell, former Bangkok 
manager, who is en route to the States, and who, we believe, will be reporting 
to the Washington office some time during the latter week in June or the first 
week in July. We will be interested in receiving any additional information he 
may disclose and your decisions concerning the matter. 

Yours very truly, 
HAMILTON Morton, 
Manager for Far Fast. 


ExHhIsit 52 


DEAR Mk. BRANNING: I wish to confirm our yesterdays conversation in writing 
concerning the present situation in the wolfram ore market. You were kind 
enough to arrange a meeting between Mr. Snell and myself, and I asked you for 
this favor being under the impression that you were acting as surveyors for Mr. 
Snell's organization. I went to see you then, yesterday afternoon still under 
the belief that you were surveyors for Mr. Snell’s organization, especially as 
Mr. Snell’s statements revealed that he has been delegating considerable responsi- 
bility to his surveyors, in particular the checking of the origin of his purchases. 

Concerning the conversation I had with Mr. Snell, I wish to mention that I told 
Mr. Snell that on account of his contracts with various suppliers here, the local 
market price was maintained on an artificial level which is about 10 percent above 
the present world market price. Mr. Snell told me that he was not aware of this 
state of affairs, as all his contracts are so drafted to confine deliveries against 
all his contracts to the productions of very particular mines, and the contractors 
are warned not to purchase against these contracts in the open market. Mr. 
Snell mentioned that the reason for this was to preclude complaints that the 
purchases of his organization were spoiling the market. 

Mr. Snell mentioned, however, that he was unable to check the origin of all the 
deliveries made to his organization, and that he had consequently delegated this 
checking to his surveyors, whoever they may be, with the view of enforcing the 
particular stipulations of his contracts. I was under the impression that your 
firm was acting as surveyors to Mr. Snell’s organization, and I came to see you 
yesterday afternoon in order to tell you that this checking as to origin was 
neglected. You told me that yvour firm was not acting as surveyors for Mr. 
Snell’s organization, which clarified this point. 

In order to get the point of checking the origin straight, I wish to mention that 
all ores are under very strict control of the Department of Mines and even the 
smallest parcel must be accompanied at all times with the royalty receipt and 
transportation permit. In former times the Customs Department checked these 
papers at the time a lot was cleared for export, and, for instance, a 10-ton lot 
might have a large number of such royalty receipts and transport permits, as the 
production in this country is literally split into hundreds of small productions 
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and lots. As this was considered too cumbersome for the Customs Department, 
the Department of Mines now issues a summary export permit for lots to be 
cleared for export, retaining and filing all the various receipts and permits 
pertaining to the particular lot As all the relevant facts are carefully docu- 
mented, it is a simple routine matter to check the origin of all shipments, and 
Mr. Snell’s statement does not make sense. 

In the conversation with Mr. Snell, the following firms were mentioned with 
whom Mr. Snell's organization now has contracts: 

1. Mae Lama Mining Co., Ltd., whose export agents are Messrs. Siam Factors. 

2. Messrs. Yip In Tsoi Co., Ltd. 

Messrs. Uthongthai Co., Ltd 

Examining the producer-status of these firms, it must be mentioned that the 
Mae Lama Mining Co. has in former years been the largest individual producer 
of wolfram ore in Thailand. However, their principal mine is now practically 
exhausted. Mr. Snell informed me that they have been opening two new mining 
properties. How far the present contract applies to the new properties remained 
“an open question. The exoprt agents for Mae Lama, Messrs. Siam Factors have 
been very busy in the market soliciting support from other miners to make up 
a larger volume, and I know for a fact that they are purchasing in the market 
from various firms. However, Siam Factors are financially not very strong and 
can pay their shippers only when they have cashed their letters of credit. As 
far as I know, their contract was made on the legal of USS65 per long- 
ton unit f. o. b., for a period of 3 years. They are offering shippers, depending 
on the expected volume, anything from USS59 to USS$62 per long-ton unit f. 0. b. 
Shippers for Siam Factors are aware that the Mae Lama contracts calls only 
for shipment of genuine Mae Lama ore, and Siam Factors are using every pos- 
sible means of persuasion in order to make shippers bear the risk of shipping in 
their name. The risk of shippers is considerable insofar as they obtain only 
80 percent payment after Siam Factors have cashed against letter of credit, and 
have to wait for the 20 percent balance until the goods have been taken over at 
destination. Siam Factors argument toward shippers is that they are fully 
“protected” through a 2-percent pipeline which runs directly to Washington, and 
that Mr. Snell has to take orders from above. As far as I know, nothing has 
been done to stop these rumors, which are freely circulating in the market. In 
order to increase their volume, Messrs. Siam Factors are now organizing a 
system of bank guaranties with the view of putting shippers more at ease. 

The producer status of Messrs. Yip In Tsoi is also open to doubt, as this firm 
obtains most of their own production of wolfram ore as a byproduct of tin 
separation. Yip In Tsoi are naturally the strongest contractors to Mr. Snell’s 
organization from the financial point of view, and are able to purchase without 
having to resort to all sorts of rumors. As far as could be ascertained, they 
shipped 30 tons to Mr. Snell’s organization in August, about SO percent of which 
was purchased in the market. 

The producer status of Messrs. Uthongthai is the most doubtful. According 
to Mr. Snell they have just scratched the surface of two mines which they are 
supposed to control. From what I hear, they do not have sufficient capital to 
finance the large-scale purchase of wolfram ore, and are cooperating in this re- 
spect with the well-known concern of Messrs. Kian Gwan Co., Ltd., who are said 
to finance the local purchases which are shipped under Mr. Snell’s contracts. 

All these three contracts are said to be on the level of US $65 per long ton unit 
WO, f. o. b., which compares very favorably with the present world market level 
of US $54 per long ton unit f. 0. b. Any businessman would be stupid if he would 
not make the best of such contracts as long as he can get away with it. However, 
the way things have been permitted to develop has had a detrimental effect on 
the local market price which is kept on an artificially high level. 

Mr. Snell did not seem at all satisfied as regards the volume of delivery against 
the current contracts, with the exception of Yip In Tsoi, who are really attacking 
matters on a large scale. The reason for Siam Factors’ and Uthongthai’s smaller 
deliveries, is undoubtedly their weaker financial standing, which they are try- 
ing to compensate by trying to promote all sorts of combinations with the really 
strong suppliers, with whom, strangely enough, Mr. Snell has not made contracts. 
It hardly seems possible that Mr. Snell has absolutely no knowledge of what is 
goingon. Mr. Snell mentioned that as long as the prices of his contracts were be- 
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low the world market price, deliveries were very small indeed, but that they are 
Starting to improve now. 

A curious fact came to light in the conversation when it turned to the total 
quantity which would be produced in Thailand this year. I estimated the total 
production in 1952 to a maximum of 800 tons, which Mr. Snell considered far 
too low, mentioning that his curent contracts would then far exceed the produc- 
tion of this year. It therefore appears that the contracts of these firms have 
been made in rather a frivolous manner, and based more or less on the specula- 
tion that the world market price would drop. Mr. Snell admitted that Mae 
Lama’s mine is practically exhausted and that they are just opening up two new 
properties, that Uthongthai have just scratched the surface, not to mention Yip 
In Tsoi. How is it possible then to expect these three firms to produce in their 
own properties a quantity which will exceed the expected annual production 
of the whole of Thailand, which is split up into literally hundreds of small pro- 
ductions, as everybody knows? I have no reasonable explanation to this state 
of affairs. 

Mr. Snell was very specific that his contracts are drawn up in such a way 
as to protect the interests of private buyers in the United States of America, 
but experience has shown that nothing is being done to enforce these stipula- 
tions, which, as has been shown above, would be a very simple routine matter, 
consuming practically no time or effort. The Department of Mines would un- 
doubtedly put all required information at Mr. Snell’s disposal. Besides Mr. 
Snell could require his shippers to submit a document signed by the Mines De 
partment as to the source of production. 

You informed me that Mr. Snell appointed Messrs. Thai Wah Trading Co., 
Ltd., as his surveyors, who are besides to make the preliminary analysis reports, 
which in case of local suppliers are final, meaning those suppliers who are 
shipping in the names of the respective contractors. All I can say is that in 
general the analysis reports of Thai Wah are not much liked by local dealers 
as their commercial interest in the business is well known, being the local agents 
of the Wah Shang Corp. in New York. I have heard of a case where there had 
been a difference of about 4 percent in the-W0O83 contents as found by Thai Wah 
and the Department of Mines laboratory. It appears therefore strange that a 
trading firm is appointed to survey cargo instead of a firm of recognized 
surveyors. 

Nobody here in Bangkok has the slightest objection to the contracts of Mr. 
Snell’s organization, and it is actually nobody’s business what he is buying and 
at what prices. However, as these contracts contain stipulations which pre- 
vent these contracts to hamper free enterprise, these stipulations should be 
enforced seriously. As matters stand today, the contracts have all been know- 
ingly violated by the respective contractors, and they have been able to get 
away with it either through the negligence or the cooperation of Mr. Snell. 
Furthermore free use is made of rumors that Mr. Snell and his superiors are 
in favor of the adopted procedure. A further point would be that the quantities 
of the contracts are for tonnages which the contractors could not fill from their 
own productions even to a small fraction. Mae Lama can ship 2,000 tons in 3 
years, while their actual production is hardly 100 tons per year. 

All this makes this matter actually a joke, and it is about time that a stop 
is made to this farce. You were kind enough to see to it that the required 
information is brought before the competent quarters. This would be in the 
interest not only of private buyers in New York but also in the interest of local 
producers and shippers, who have now to join in a deliberate attempt to defraud 
the United States Government if they are to stay in business by shipping under 
the names of the respective contractors. 

Sincerely yours, 


Exutsit 53 


It should be noted, by way of definition, that the term “long ton unit” as used 
in the GSA contracts refers to the wolfram content of wolframite, otherwise 
known as tungsten trioxide (WO;). One ton of ore containing 1 percent WO, 
would be said to include one long ton unit of wolfram ore. Most Thai wolfram 
ore assays at least 65 percent WO;. Therefore, the GSA contracts called for ore 
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that inclu 


led at least 65 long ton units per ton. 


OF TUNGSTEN IN THAILAND 


The price to be paid by EPS for 


the ore was quoted in terms of long ton units to permit greater remuneration for 
ore assaying higher than the minimum requirement under the contract. 


TABLE I-2.—Price of wolfram ore in Bangkok 1951-52 


Open-mar- 

ket price ! 

Month, year (baht per 
| picul, ex- 
warehouse 


Price of ac- 
tual trans- 
actions 2 
Month, year (dollar per 
long ton unit, 
f. o. b. vessel 





Thai port) 


1951—April 5 L | B4, 800 (2) | (2) 
May 
| 








y Se a cae a | 4, 600 (®) (?) 
June aie 4,800 <r adintceduneeulsanepaniheeéetie 
July. . e TAs: tiie cei nestindasicis tountoatinaienrditcnawidtiiad aime emaies 
August | EE i ccc Ssakbinchaligenibdmeniieds 2 ae 
September _. ‘ 5, 400 ntkeeee hana 
October . 5, 600 ° 
November 5. 800 is E 
December. . ; 5, 800 atti ini Ui aripdan ia iaadedinia ts 
1952—January sae 5,445 | 1952—Jan. 18...... . $67. 50 
Jan. 28 ; me 67. 20 
February 5, 400 Feb. 18 ; : 67. 20 
March 4,522 Bae: 0. cose 67. 76 
April 4, 600 A pr pained 367.00 
May 4, 345 May 29... nam 64. 00 
4,000 June 7 ‘ om 61. 50 
3, 980 July wh ailniee 3 60. 50 
t 3, 800 Aug. 4 seentee 58. 20 
eptember . we 3, 800 | ee 60. 50 
eee 61. 00 
October 3, 750 Oct seach 358. 25 
November 3 Nov. 20-. a 6.89 
December Dec, 1 . 2 
Dec. 31 
1953—J anuary . pebed 3,100 | 1953—Jan. 8 
Jan. 26 
February . . 2, 95 Feb. 28 
Maret 2, 900 Mar. 3 ead 
April. 2, 730 ES eT aA 3 44.90 


1 Sources: Ministry of Commerce, Department of Commercial Intelligence; Daily Trade News, com- 
mercial sources 


3 First GSA contract with a supplier in Thailand began during April 1951. 
*Estimated 


EXHIBIT 54 
{Telegram from EPS/Bangkok to EPS/Tokyo, April 1953] 


Reference Yip In Tsoi contract, investigation reveals that statements in 
unsigned cable of March are untrue and without foundation. Thai Mines 
Department records indicate all ore shipped to GSA came from mines operated 
by Yip In Tsoi and operating under official mining and lease permits issued 
by the Thai Government. 

Mines Department certificate of origin accompanying each shipment agrees 
with the lease numbers issued to the contractor. 

Thai Post and Telegraph Department furnished the name and address of 
the person sending the cable. Somboon Churiwong, 123/8 Siphya Road. This 
name is not known in the neighborhood and apparently fictitious. The address 
is nonexistent. It appears to be the connivance of a crank or possible subversive 
activity. 

Suggest Yip In Tsoi be authorized to continue to ship as no evidence of contract 
violation has been found. Two lots are ready for shipment. Financial hard- 
ship to company may result from further delay. 
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